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No. 3248 


PERFECTED DESIGN: These are no experimental burners but tried and 
tested in many thousands of installations over a thirty year period. That 
means trouble-free operation, fewer complaints, returns, and service 
charges. 

OUTSTANDING EFFICIENCY: Famous patented Barber air-activated jets 
(available in no other burner) assure the most intense heat with a true 
"scrubbing" flame action on all walls of fire-box. 

DIRECT ACTION: This flame is applied direct to walls of combustion 
chamber—no refractory, no spreader. 

GREATEST ECONOMY: Thorough combustion gets the most from the fuel, 
the most from the equipment. Also, a Barber job includes no fancy 
trimmings, which add to the cost but not to the utility. You can even, in 
most cases, use the existing automatic controls, if the owner has them. 
TAILOR-MADE FIT: Barber models are furnished in proper sizes for all 
round or oblong furnaces or boilers, and are further adjustable to cor- 
rectly fit all grate dimensions. 


Ask fer complete Catalog of all Barber products. 
THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Oh 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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HEN the 8lst Congress started its 

deliberations last January, there 
were many predictions and forecasts 
about congressional approval of one or 
more new regional power projects or- 
ganized similar to the Tennessee Valley 
Authority. When President Truman 
issued a special statement dealing with 
the proposed Columbia Valley Authority 
several weeks ago, it was generally as- 
sumed that the main drive would be along 
this line. 


Or course, other valley authorities 
have their proponents pushing hard in 
Washington—notably the perennially 
proposed Missouri Valley Authority and 
the St. Lawrence seaway-power de- 
velopment. But a cold wind, which has 
nothing to do with such Federal project 
development, as such, has struck these 
blossoming hopes of the Truman admin- 
istration. Today, few observers are will- 
ing to forecast the probability that any of 
them will find their way to the statute 
books as a result of final congressional 
action at this session. 


THUS we see, in reverse, the operation 
of a practical political phenomenon 
which has worked just the other way in 
the past. It is simply that Federal power 
project sentiment has a tendency to be- 
come part of an over-all administration 
program and that its future waxes or 
shrinks, more or less, in accordance with 
the way the administration gets along 
with Congress, generally. TVA, REA, 
and a number of the other particular 
Federal power projects already author- 
ized, made their initial progress during 
the heyday of the early New Deal. To- 
day, with the Truman administration’s 
oo under the shadow of a southern 

emocratic rebel'ion, new project pro- 
posals are finding the going much more 


difficult. 


NE aspect of the proposed CVA 
which has complicated its progress 
is the lack of a united demand for the 
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Vigan with The Editleve— 


TOM HUMPHREY 


same in the areas to be affected. A good 
many people in the Pacific Northwest 
just do not want to have a Federal valley 
authority. The opening article in this 
issue is a discussion of this situation by 
Tom HuMPHREY, associate editor of the 
Oregon Journal. Mr, HUMPHREY started 
out early in his journalistic career with 
the Fresno (California) Morning Re- 
publican. He was also formerly an edi- 
tor and co-publisher of daily newspapers 
at Oregon City, Oregon, and Hanford, 
California. He has been an editor and 
feature writer for the Oregon Journal 
for the past seven years, specializing in 
power, taxes, state government, etc, 


* * * * 


i o~-- seems to be mounting evidence 
that we are becoming a nation of 
fatalists as far as Federal government 
spending is concerned, The primary fuss 
behind the upward pressure on prices is 
the huge Federal spending program 
which is running at the annual rate of 
about $44 billion. The number of Fed- 
eral employees has grown from 500,000 
to 2:200,000 since 1933. And former 
President Hoover warns us that they are 
not all in Washington. “Ninety per cent 
of them are out in the sticks endeavoring, 
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NORWALK Products are Stocked 
at Il Factory Branches 


© San Francisco © Pittsburgh 


@ Les Angeles © Washingte 
ry 


Philadelphia 


© Minneapolis 

e Chicago 

@ Detroit 

© Cleveland Sects 


New York 


Service Shops In Other Cities * Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 11 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 
SOLE MANUFACTURERS 
CONNELLY 


GOVERNORS 
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8 PAGES WITH THE EDITORS (Continued) 


under direction from Washington, to im- 
prove the lot of the citizen whether he 
likes it or not.” Americans for a cen- 
tury and a half supported their govern- 
ment, kept it out of their affairs, and so 
became the earth’s richest people. Now, 
more and more, we ask the government 
to support us. 


Wao thinks up these ideas, and what is 
their purpose? In this issue we present a 
thoughtful warning by a prominent util- 
ity executive on the need for “pest con- 
trol” to avoid an economic plague which 
could well afflict us as the result of what 
might be called “bubonic budgets.” LANE 
D. WEBBER, vice president of Southern 
California Edison Company, author of 
this article beginning on page 470, bases 
his message on a study made by the Na- 
tional Association of Manufacturers’ 
committee on government spending. 
Mr. WEBBER, who was chairman of this 
committee, characterized proposed reduc- 
tions in the Federal budget as a possible 
factor and objective. 


* * * * 


, ] SHE series of Hoover Commission re- 


ports on reorganizing executive 
agencies is almost completed. The report 
on reorganization of regulatory agencies 
has stirred up at least one interesting re- 
action by a former government official 
who has made his career largely in the 
field of regulation. Harry R. Boots, 
whose article entitled “Do We Need 


HARRY R. BOOTH 
APR. 14, 1949 


Separate U. S. Radio and Utility Com- 
missions ?” begins on page 479, is now en- 
gaged in private law practice in Washing- 
ton, D, C. Mr, Bootu was formerly an 
assistant attorney general of Illinois who 
represented the Illinois Commerce Com- 
mission. During the war he was first utili- 
ties counsel for the Office of Production 
Management and later chief of the utili- 
ties division of the Office of Price Ad- 
ministration. 


* * * * 


To article on “Transport Problems 
in Western Europe,” which begins 
on page 488, comes from a well-known 
expert on international transport, Brica- 
DIER GENERAL Sir H. OsBorNE MANCE. 
After specializing on railways during his 
military service in the Royal Engineers, 
including the South African War and 
railway construction in Nigeria, he be- 
came Director of Railways and Roads at 
Britain’s War Office 1916-20. During 
the Paris Peace Conference following 
World War I, he was transport adviser 
to the British Delegation. He resigned 
from the Army in 1924 to become tech- 
nical adviser to the Ottoman Bank. He 
was British member of the German Rail- 
way Board from 1925 to 1930, and made 
reports on the Austrian railways in 1933 
and East Africa transport in 1936. Sir 
OsBoRNE is now British delegate on the 
Central Rhine Commission and British 
member of the Transport and Communi- 
cations Commission of the United Na- 


tions. 
* * + * 


MONG the important decisions pre- 

printed from Public Utilities Re- 

ports in the back of this number, may be 
found the following: 


THE Missouri commission considers 
the investment cost of a telephone com- 
pany at a specific date to be a reliable 
basis for considering a proposed increase 
in rates. (See page 81.) 


THE next number of this magazine will 
be out April 28th, 


i Ca 
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(mopig de JUST FINISHED THREE 


DAYS’ ACCOUNTING IN 


“And there's nothing to it . . . thanks to 
my new Remington Rand machine. It’s 
so much faster! 

“Those days when we stayed late and 
scrambled to get out billings and pay- 
ables are gone forever. Now when it’s 
payroll time we're all caught up on our 
other work. 

“But you should have heard what the 
boss said yesterday. He figures these new 
bookkeeping machines will pay for them- 


selves in a matter of months. No more 
overtime . . . no more tired girls getting 
on each other’s nerves ...no more 
complaints about overdue work from 
upstairs. 

“Yes .. . we're actually doing three 
days’ bookkeeping in two. And I'll bet 
these machines will do the same for you.” 


Why not call your local Remington Rand 
man today? Or write Remington Rand Inc., 
Dept. PF-4, 315 Fourth Ave., New York 10. 
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‘Scan 


ompletely electrified . . . 
utomatic tabulations, com- 
utations and carriage re- 
rm... balances computed 
nd printed automatically. 


Reninglon Rand 


Forms inserted, collated and 
aligned in one simple opera- 
tion . . . your writing line 
is completely visible at any 
position of the carriage. 


New finger-grooved, organ 
type keys respond with uni- 
form impressions . . . post- 
ing is a cinch on this new 
simplified keyboard. 


Lucite cover plate magnifies 
register totals for easier 
reading and transcribing .. . 
registers quickly reposi- 
tioned for new applications. 
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Coming IN THE NEXT ISSUE 


* 


YOU CAN HELP BUILD A NEW MARKET FOR EQUITIES 
Is government financing to become a substitute for private capital in ex- 
panding the economic system of the nation? Floyd L. Carlisle, Jr., gives us 
an arresting insight on the need for more determined effort on the part of 
industry to attract flow of new capital from a generation of our citizens 
who are in danger of becoming unfamiliar with productive channels for 


their investment. 


FRINGE PARKING AID IN SOLVING TRAFFIC JAMS 
More and more growing American cities are finding it necessary to try 
new methods for programs to keep rush-hour traffic moving through down- 
town streets that were never meant to handle such traffic volumes. David 
Markstein, New Orleans writer of business articles, has made a round-up 
survey of certain transit companies participating in so-called fringe parking 
lots—as an aid to not only traffic generally but transit schedules and 


transit revenue. 


WHY NOT STATES’ RIGHTS FOR THE COLUMBIA VALLEY? 
There has been reaction in the Columbia valley states to publicity, largely 
coming out of Washington, D. C., on desirability of establishing a Columbia 
Valley Authority. Daniel B. Noble, associated with local interests in that 
area, gives some reasons why many folks in the Columbia valley are taking 
a second look at the importance of states’ rights in face of federalized 


development. 


THE COMPENSATION OF PUBLIC UTILITY COMMISSIONERS 
Public utility commissioners have to raise families, pay rent, and fight the 
tide of high living costs just like every other American during the recent 
trend towards inflationary prices. Ray Garrett, Jr., has made a statistical 
analysis of adjustments that have been made in each state in the compensa- 
tion of utility commissioners since before the start of World War il. 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, — 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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OVER 10 BILLION FEET 


* 


INSULATED WIRE 


T’S HOW MUCH U. S. RUBBER HAS MANUFACTURED 
IN THE 20 YEARS SINCE LAYTEX WAS PERFECTED 


Laytex, 90% pure rubber insulation, is used 
in many U. S. wires and cables. For example, 
there is U. S. Control Wiring for every type 


i 


of control, supervisory or metering problem. 
Because dependability is so vital in this 
service, U.S. engineers use Laytex insulation 
on the individual conductors of 600 volt 
control cable. MOREOVER, THERE HAS 
NEVER BEEN A REPORTED FAILURE 
OF LAYTEX INSULATED CONTROL 
CABLE IN ITS 16 YEARS OF MANU- 
FACTURE. It is Laytex that gives you a 
cable of such light weight, small diameter, 
and high resistance to moisture. 

For more information and sample write to 
Wire and Cable Department, United States 
Rubber Company, 1230 Avenue of the 
Americas, New York 20, N. Y. *Reg. U.S. Pat.og. 


SMALLER DIAMETER MEANS MORE 
CABLES IN A GIVEN SPACE 


U. S. Control Cable 
(7-conductor) insuicted 
with Loytex 








Cowbell Eauke 


“There never was in the world two opinions alike.” 


—MonTAIGNE 





Epwarp V. RICKENBACKER 
President and general manager, 
Eastern Air Lines. 


LesTeER MARKEL 
Sunday editor, The New 
York Times. 


ARTHUR VANDENBERG 
U. S. Senator from Michigan. 


ALBERT EINSTEIN 
Scientist. 


KENNETH S. WHERRY 
U. S. Senator from Nebraska. 


Joun A. Krout 
Director of general studies, 
Columbia University. 


LeonarD W. TRESTER 
Chairman, advertising committee, 
Chamber of Commerce of the 
United States. 


Morris SAYRE 
Chairman, National Association 
of Manufacturers. 
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“I believe in free enterprise .. . for only through free 
enterprise can we attain the pride of workmanship so 
necessary for development.” 


> 


“The good newspaper is a chapter of world history and 
it should be read in the light of what has gone before 
and what is likely to come after.” 


> 


“IT waste no time on recent accidents. Our need is to 
work in the vineyard; not to sob at the wailing wall. . . . 
I hope we recall that heaven helps those who help them- 
selves.” 


* 


“Any power must be the enemy of mankind which 
enslaves the individual by terror and force, . . . All that is 
valuable in human society depends upon the opportunity 
for development accorded to the individual.” 


aa 


“If business is to tolerate the imposition of controls, 
allocations, regimentation, and other police state methods, 
and submits without protest or effective resistance, then 
that kind of a program is exactly what you are going 


to get.” 
* 


“Freedom through the ages has been an inspiring word 
and freedom itself is a glorious thing. It is worth your 
while and mine to talk about freedom. If you don’t talk 
about freedom, you won't have it to pass on to the next 
generations.” 


> 


“[Management must] find more adequate means of 
sharing with our coworkers the adventure, the challenge, 
the excitement, and the creative experience we find in our 
daily tasks . .. (and) a sense of participation and a feel- 
ing of significance.” 


> 


“Expenditures and tax demands must be reduced so that 
money for productive enterprise will get into productive 
channels instead of supporting nonproductive bureaucratic 
payrolls. Taxes have taken so much that industry today 
is $185 billion short in new plants, new machines, new 
tools, and new processes.” 


12 
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You can pich the EXACTLY RIGHT tug - 








Dress Up Your Men 
for Better Service! 


Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


—from the Complete line 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
. of sizes: Solderless lugs to grip the conductor 
Service Men by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Wear Tapered Sleeve; Vi-tite, E-Z, clamp type, 
These shrink fit, etc., etc. Soldering lugs and sheet 
Famous metal terminals in wide variety. 


LION-BILT 


Work Uniforms 


America’s 
Best-Dressed 





@ Nationally Famous Fabrics! Also Tee Connectors; Cable Taps; Straight, 
@ Built for Long Service! Parallel, Elbow and Cross Connectors; Bus 
@ Tailored for Perfect Fit! Supports, Clamps, Spacers; Grounding 
© Quality at Low Prices! Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
Don't be Satisfied with Less —because every fitting is mechanically and 


Write Dept. PU-49 electrically dependable. 


for Free Catalo 
9 PENN-UNION' ELECTRIC CORPORATION 


= ERIE, PA. Sold by Leading Wholesalers 


= 


i.e 


S>> PENN: UNION 
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Hersert L. CARPENTER 
Director, Commerce and Industry 
Association. 


Horcar J. JoHNSON 
President, Institute of Life 
Insurance. 


Ray R. Epperr 
Vice president, Burroughs Adding 
Machine Company. 


EprTor1AL STATEMENT 
The Wall Street Journal. 


CLARENCE FRANCIS 
Chairman, General Foods 
Corporation, 


EprrorraL STATEMENT 
“The Exciter,” published by 
Central Maine Power Company. 


S. C. ALLYN 
President, National Cash 
Register Company. 


Henry Forp II 
President, Ford Motor Company. 
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“Where in 1932 the per capita cost for Federal ex- 
penditures was $37.41, today it is $282.82. There is a 
steady stream flowing out of Treasury coffers at the rate 
of $80,000 a minute.” 

. 


“People and their interests must be put before the effi- 
ciency of machines, techniques, output, or mere personal 
gain. And this must be considered on more than a dol- 
lars-and-cents basis.” 


* 


“The greatest danger that can exist in any business is 





an inclination on the part of top executives to make f'9 SY 

impulsive decisions without looking at the record, or, if Hjns of 

they look at it, failure to understand the significance of Hiiyses | 

the facts disclosed.” skers 

© 

“The only way to cut government spending, and hence syst 

taxes, is to root out the bramblebush of bureaus and Mjeircu 

agencies. Unnecessary functions must be eliminated, how- HM, line 

ever pleasant they may be for jobholders and special trar 
groups. There is no easy way, as any householder knows, 

to economy.” po 

. = 

. . . : ve p 

“The time for codperation between business and gov- oo t 


ernment on all levels—local, national, and world-wide— 
. . When industry demon- 3 se 
atel 


the 


is not tomorrow, but now. . 
strates that it is working for all people, it can convince 
the public that it can do many of the things now done by 
government at a lower cost.” 





s break 





“An integral part of the ‘American Way of Life,’ our : 
stockholders are not the plutocratic vampires usually for is 
portrayed by the supporters of totalitarian forms of gov- to p 
ernment. They are merely everyday Americans who are Hije. 
entrusting us with the tools with which to make a living 
in return for a moderate rental for those tools.” 


» 


“To be efficient and productive are not enough. Indus- 
try must have an awareness of human and social problems 
and deal with them realistically. The plain truth is that, 








despite the millions spent on advertising and public rela- Bij pigh p 
tions, industry has not sold itself adequately to the public. em 
ade. 





It has had and continues to have a bad press.” 
a 


“I am very much against an educational system that 
depends entirely on the state with a capital S—that is 
centralized under government control or supervision. I 
am against it because I don’t think it would be any good. 
It would suffer from the fault of every monopoly. It 
would grow fat and unimaginative. It would continually 
take the easy way. But worse than that, it would tend to 
teach the views of the government in power.” 
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Type "SG", 92-S Kv. high speed 
grounding switch. Weather- 
proof housings removed. 
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elta-Star "'SG’’ high-speed 
g switches. They offer a low 
hns of transformer protection, in 
sses replacing more costly cir- 
bkers or pilot wire schemes. 
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1ake 
r, if 
> of 










y system layouts are such 
ircuit breaker at the far 
n line can be used for iso- 
transformer bank when 
e occurs. This method 
requires the use of an 
ve pilot wire or carrier 
to transmit the tripping 
e to the remote breaker. 
ately grounding of the 
the transformer offers a 
ost means of tripping re- 
breakers. A conventional 


ecting switch can bein- ynits in voltages up to 161-Kv. 
for isolation ofthe trans- with closing speeds of 30 cycles 
to permit restoration of 4. Jess, They can be mounted 
@ independently or on standard 
e grounding switches are disconnecting switches. Reset- 
le as single or multi-pole —_‘ ting can be manual or automatic. 
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OUTSTANDING FEATURES OF THE DELTA-STAR 
“SG HIGH-SPEED GROUNDING SWITCH 









High pressure contacts. Inertia type shock Auxiliary switches can be provided for 





C. absorber reduces shock to insulator and interlocks, pilot lights, etc. 
blade. 
Light weight, reinforced blade is of ample Trip-free, latching type closing mechan- 
thermal capacity te withstand short ism for either AC or DC service. 






circuits, 





Switch blade is coupled directly to spring 6 Resetting may be either manual or 
mechanism for maximum efficiency. automatic. 
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OW! A NEW SOURCE OF ACS 


Permanente Metals to produce 


quality Aluminum Cable Steel Reinforced (ACSR) and 


Aluminum Cable, in full range of standard sizes. 


PERMANENTE METALS has equipped its Newark, 
Ohio, plant with new wire and cable production 
facilities to make it one of the most modern in the 
world. It was built in 1943 for wartime production of 
rod and bar. 

Manned by experienced, highly skilled personnel, 
it will produce aluminum cable of high quality and 
uniformity — Kaiser Aluminum Cable Steel Re- 


inforced (ACSR) and Kaiser Aluminum 

Thousands of U. S. manufacturers in other f 
look to Kaiser Aluminum for finest quality —ané 
Permanente Metals for a brand of service that 
set high standards for dependability. 

You’re invited to do the same! For more inforr 
tion about Kaiser Aluminum Cable, an inquiry 
our nearest office will bring an immediate re 
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NEW EQUIPMENT now being installed will give Permanente Metals’ Newark, Ohio, 
plant wire and cable production facilities that are unsurpassed by any in the nation. 


Permanente Metals 


PRODUCERS OF 


aiser Aluminum Cable 


CONTACT 
PERMANENTE PRODUCTS CO. 
SALES OFFICES IN: 

ATLANTA 
CHICAGO 
CINCINNATI 
CLEVELAND 
DALLAS 
DETROIT 
HOUSTON 
INDIANAPOLIS 
KANSAS CITY 
LOS ANGELES 
MILWAUKEE 
MINNEAPOLIS 
NEW YORE 
OAKLAND 
PHILADELPHIA 
PORTLAND, ORE. 
SALT LAKE CITY 
SEATTLE 
SPOKANE 

8T. LOUIS 
WICHITA 
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First in heavy-duty truck saleq_ 
for I] straight yours 











i" 


ULL 
144414444444-me 


a 
\\ 


OCCT 


America’s most exacting truck buyers Aca give 
internationals a vote of confidence! 


1948 REGISTRATION FIGURES for new trucks 
of 16,001 Ibs. and greater Gvw ratings show: 


Internationals 26.4% 
Truck “B” . 14.3% 
Wwoek “G® . « « « 13.3% 


For 17 straight years Internationals have led 
in heavy-duty truck sales! You don’t lead in 
that field unless you lead in value! 


Outstanding value — right down the line! The 
same values which kept Internationals first 
in the heavy-duty field, are yours in any 
International —heavy, light, or medium-duty. 
Internationals have never been weakened by 
compromise with passenger car design. 


—— —_ 
, A 





Trucks built to meet your needs! Among the 
22 basic International models and 1,000 dif- 
ferent truck combinations, there’s a truck 
that’s right for your job. Gross weight ratings 
range from 4,400 to 90,000 pounds. 


PLUS —the nation’s largest exclusive truck 
service organization! 4,700 Dealers and 170 
Company-owned Branches have trained me- 
chanics, precision-engineered parts, and ex- 
change units . . . for complete service. 


A truck transportation engineer is ready to 
help you! Call your nearest International 
Dealer or Branch. Trained truck transporta- 
tion engineers will analyze your job—recom- 
mend a truck to lick it. Call soon! 

International Harvester Builds McCormick Farm 


Equipment .. . Farmall Tractors . . . industriel Power 
Motor Trucks . .. Refrigerators and Freezers 


Tune in Jomes Melton and “Harvest of Stars,’ NBC, Sunday afternoons 


INTERNATIONAL “+ TRUCKS 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 
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RVING Trust’s Public Utilities Department. has | 

been actively helping utilities formulate and 
carry out constructive financial programs geared to 
each company’s particular needs. 


This special department is staffed with men 
whose practical experience in the utilities field 
qualifies ‘them to offer a sound, understanding, 
realistic approach to your problems. 


TOM P. WALKER —Vice President in charge 


IRV We GQnusT 


@NE WALL STREET . NEW YORK 15. N. Y. 


Capital Funds over $116,000,000 
Total Resources over $1,100,000,000 


Wittram N Enstrrom, Chairman of the Board Ricwarp H. West, President 
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aS information on smooth- 


working, space-saving doors for 
every need is at your fingertips in this 
new catalog. The easy upward action 
of Kinnear Rolling Doors brings 
‘time-saving efficiency to any door- 
way. The strong, all-metal, interlock- 
ing slat curtain opens completely out 


newest complete data 


STEEL 
ROLLING 
DOORS 


for every need 





DLLING DOORS, 


wit: KINNEAR 


of the way, safe from damage... pro- 
vides extra safety against fire, wind 
and intrusion when closed. Any size; 
motor or manual control. Full data 
on sectional-type upward acting doors 
is also sarnet Ly If you haven’t a Kin- 
near catalog for quick reference now, 
send for free copy of this latest issue. 


THE KINNEAR MANUFACTURING COMPANY 


2060-80 Fields Ave. 
Columbus 16, Ohio 


Factories ————— 


1742 Yosemite Avenue 
San Francisco 24, Calif. 


Offices and Agents in all principal cities 
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{ National Association of Corrosion Engineers ends annual conference and exhibition, 
Cincinnati, Ohio, 1949. 





{ Southeastern Electric Exchange ends annual conference, Boca Raton, Fla., 1949. 
{ Western Metal Congress and Exposition ends, Los Angeles, Cal., 1949. 





1 ipageton Valley Public Power Association ends annual convention, Memphis, Tenn., 





¥ American Water Works Association, New York Section, will hold annual meeting, 
Elmira, N. Y., Apr. 28, 29, 1949. 





{ Midwest Power Conference begins Chicago, Ill., 1949. 





4 American Institute of Electrical Engineers, Southwest District, begins meeting, 
Dallas, Tex., 1949. 








9 Nebraska Telephone Association ends annual convention, Lincoln, Neb., 1949. 
{ Southern Gas Association ends annual convention, Biloxi, Miss., 1949. 





4 Rocky Mountain Electrical League begins annual spring conference, Cheyenne, Wyo., 
1949. : 








{ Maryland Utilities Association begins one-day convention, Baltimore, Md., 1949. 
¥. American Water Works Assn., Nebraska Section, ends meeting, Lincoln, Neb., 1949. 








American Society of Newspaper Editors ends meeting, Washington, D. C., 1949. 
Industrial Marketing Association ends meeting, Washington, D. C., 1949. 








{ American Water Works Association, Canadian Section, begins annual meeting, Quebec 
City, Quebec, Canada, 1949, 








4 All-Canada Radio Facilities begins annual meeting for production and sales managers 
of mutually operated stations, Regina, Saskatchewan, Canada, 1949. 





q fae Wood Preservers Association begins 3-day annual conference, St. Louis, Mo., 
49. 














{ Illinois Telephone Association begins annual convention, Peoria, Ill., 1949, 
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The Northwest Power Puzzle 


Charges of Federalism, Socialism, private monop- 

olies, and home-rule politics are being tossed around 

in the wake of President Truman’s recent request for 

congressional legislation setting up a Columbia Val- 

ley Authority. Here is an on-the-spot analysis of the 

various contentions involved in the northwest power 
problem. 


By TOM HUMPHREY* 


argument out of residents of the 

Pacific Northwest when he says 
“we must push forward with the de- 
velopment of our rivers for power, ir- 
rigation, navigation, and flood con- 
trol.” He’s talking the language of the 
whole region. 

Nor will he get any argument when 
he says the power shortage in Colum- 
bia basin is “critical” and that basin- 
wide development of land and water 
resources is imperative. Everyone— 


Pinan Truman will get no 


*For personal note, see “Pages with the 
Editors.” 
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Congressmen, newspapers, public and 
private power agencies, chambers of 
commerce, and labor - management 
groups—agrees 100 per cent. 

But when the President says that 
“we should apply the lessons of our 
Tennessee valley experience to our oth- 
er great river basins” and instructs a 
5-agency committee to come up with 
a Columbia Valley Authority bill he 
will find plenty of argument in the Pa- 
cific Northwest, as well as in the Con- 
gress — particularly if he means that 
he favors a TVA or authorization type 
of development for Columbia basin. 
APR. 14, 1949 
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When Mr. Truman made his sur- 
prising CVA declaration—after indi- 
cating previously that he favored the 
development of the Missouri valley 
through existing agencies and had said 
that development of river valleys “is a 
matter for the people to decide”—he 
certainly started something. 

Valley authority proponents bounced 
up all over the place. They rallied 
‘round Representative (former Sena- 
tor) Hugh Mitchell of Washington 
who has tried for years to put across 
a CVA. They said, in effect, that this 
region could get more Federal money 
if it had a CVA; that there would be 
no power shortage if it had a CVA; 
that the 1948 flood would not have hit 
the basin if it had a CVA. 

Public power-minded grange mas- 
ters of Oregon and Washington began 
once more to beat the valley authority 
drums. Several labor leaders got 
aboard. Representatives Mitchell and 
Jackson, Democrats, of Washington, 
and Senator Taylor of Idaho, radical 
third party running mate of Henry 
Wallace, couldn’t wait for Mr. Tru- 
man’s 5-agency committee to report. 
They were for tossing their own CVA 
bills into the congressional hopper. 
And Senator Murray, Democrat, of 
Montana, said he was going to make 
another pitch for his Missouri Valley 
Authority bill. 


| esr Bonneville Power Admin- 
istrator Paul Raver, strong advo- 
cate of codrdinated development of 
Columbia basin but lukewarm advo- 
cate of a CVA, went to Washington, 
D. C., talked to his boss, Secretary of 
Interior Krug (former power man- 
ager for TVA), then came out “whole- 
heartedly” in favor of a regional 
agency “in the nature of a CVA.” 


But that was only half the story—a 
noisy half, true, but only half. 

Governor Douglas McKay of Ore- 
gon came out with a strong opposi- 
tion statement. “What’s the matter 
with the way we're doing now?” he 
demanded. 

“T cannot agree with any plan for a 
Columbia Valley Authority under 
which the states surrender their au- 
tonomy and our natural resources pass 
into complete control of Federal bu- 
reaus,” he wired President Truman. 
Governor McKay told the President 
that he could do a great service to the 
region if he permitted the U. S. Army 
Engineers to complete development of 
the power, navigation, and flood-con- 
trol projects outlined in their master 
control plan for the Columbia and its 
tributaries. 

Governor C. A. Robins of Idaho 
said: “On the basis of past perform- 
ance, Of knowledge, both special and 
general of the entire area, it is my be- 
lief that existing agencies can best 
develop the Columbia basin. Author- 
ity development and control, I believe, 
would invade the area of sovereign 
rights of the states.” 

Governor Arthur B. Langlie of 
Washington started his own backfire 
against CVA by sponsoring a Senate 
bill giving the state authority to go into 
the power business at the wholesale 
level. He declared it would protect the 
state against the “overpaternalistic in- 
terest of Federal government.” 

Governor Langlie also warned that 
“if the people of the state don’t run 
their own power business today, the 
Federal government is going to come 
in and do it for them and we are not 
going to have local control ; control of 
our resources and economy will come 
from Washington, D. C.” 


APR. 14, 1949 466 


G. Ci 
state: 


thori 
make 
on re 
Gove 
expec 
and | 
tana 
wate: 
Gove 
stron 
MV: 
Basi 
like | 
Com: 
ment 
Fede 
Heac 
nicip 


Was! 





THE NORTHWEST POWER PUZZLE 





Top States in Rural Electrification 


“5 REGON, Washington, and Idaho are among the top eight states in 
rural electrification, without TVA, while Tennessee is forty- 
fourth. This region has cheaper power than TV A, the domestic rate in 
Portland under private company operation averaging 1.28 cents per kilo- 
watt hour; the average rate under TVA being 1.57 cents.” 





(a Vail Pittman, Demo- 
crat, of Nevada and Governor A. 
G. Crane of Wyoming, parts of whose 
states would be in the proposed 279,- 
000 square mile Columbia Valley Au- 
thority area, also oppose it. That 
makes five out of the seven governors 
on record against a valley authority. 
Governor J. Bracken Lee of Utah is 
expected to clarify his position soon 
and Governor John Bonner of Mon- 
tana ran on a platform of “Montana 
water for Montana people.” Former 
Governor Ford of Montana was a 
strong opponent of both CVA and 
MVA, being a leader in the Missouri 
Basin Inter-Agency Committee which, 
like the Columbia Basin Interagency 
Committee, works for basin develop- 
ment on a coordinated interagency, 
Federal-state basis. That isn’t all. 
Heads of the three outstanding mu- 
nicipal power agencies of Oregon and 
Washington oppose CVA. 
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J. Frank Ward, superintendent of 
Tacoma City Light, says: “Codrdina- 
tion is desirable, but not so desirable 
that the people of the Northwest can 
afford to lose control of the develop- 
ment in their own area. I feel that will 
be the inevitable tendency of a larger 
authority.” 

E. R. Hoffman, superintendent of 
Seattle City Light, says: “I think sat- 
isfactory progress could be made in 
the development of power on the Co- 
lumbia river by existing agencies.” 
And R. R. Boals, general superin- 
tendent of the Eugene (Oregon) wa- 
ter and power board, says: “I very 
much object to a Columbia basin 
authority or to any other authority so 
far proposed.” 


O REGON Congressmen are almost 
unanimously opposed to a TVA- 
type CVA. Senator Guy Cordon, who 
has waged a successful drive for funds 
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for McNary dam and other Army En- 
gineer projects, strongly opposes CVA. 
Senator Wayne Morse, progressive 
Republican, says: “I am anything but 
convinced that we in the Pacific North- 
west want any government agencies in 
control of our rivers based upon the 
Tennessee valley pattern. Our econ- 
omy is very much different and our 
people are strong believers in a maxi- 
mum of local self-government.” 

Representative Lowell Stockman 
actively battles a TVA on the Colum- 
bia. Representative Harris Ellsworth 
indicates he will introduce an alter- 
nate bill, but his newspaper, the Rose- 
burg News-Review, is campaigning 
against TVA. Senator Cain of Wash- 
ington and Representative Angell of 
Oregon are withholding comment un- 
til they see the final draft of the pro- 
posed CVA bill. So is Senator Miller 
of Idaho, but he is on record against 
the river authority idea. Senator Ec- 
ton of Montana is as strong against 
CVA or MVA as Senator Murray is 
for them. 

Every major newspaper and more 
than 85 per cent of all newspapers of 
Oregon, Washington, and Idaho op- 
pose CVA. Every power company 
president is actively antagonistic, re- 
membering, no doubt, that TVA has 
elbowed 32 privately owned electric 
utilities out of the picture, either in 
whole or in part, in the Tennessee val- 
ley. Every major chamber of com- 
merce is on record against CVA, in- 
cluding Portland, Seattle, and Spo- 
kane, recalling that TVA engages in 
30 different business enterprises in 
competition with private industry. 


Png while Oregon and Washington 
state grange leaders are plugging 
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CVA for all they’re worth, other farm 
groups are adamant in their opposition. 
Among them are the Oregon State 
Farm Bureau Federation, the Idaho 
State Grange, the Washington and 
Idaho State Reclamation associations, 
the Western Montana Fish and Game 
Association, the Wyoming State 
Planning and Water Conservation 
Board, the Conference of Northwest 
Reclamation Associations, the Wyo- 
ming Stock Growers Association, the 
Yakima Valley Farm Council, the Co- 
lumbia River Basin Resources Com- 
mission, the Northwest Mining Asso- 
ciation, the Western Forest and Con- 
servation Association, the Washing- 
ton and Idaho State Cattlemen’s as- 
sociations, just to name a few. They 
declare in forthright resolutions and 
statements that they want no super- 
state to threaten their state, water, and 
mineral rights or to supersede existing 
Federal agencies such as the Army 
Engineers, Bureau of Reclamation, 
and the soil conservation and forest 
services with which they have dealt 
satisfactorily for years and which are 
susceptible to local demands, 

The Pacific Northwest Develop- 
ment Association says there are almost 
100 agricultural, industrial, and pro- 
motional organizations on _ record 
against a Columbia Valley Authority. 
Even the tribal council of the Warm 
Springs Indian Reservation of Oregon 
is against TVA. 

The reasons are obvious. 


HE Pacific Northwest is one of 
the most progressive and pros- 
perous regions in the United States, 
in marked contrast with Tennessee 
valley states. It has the highest per 
capita income; TVA states have only 
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THE NORTHWEST POWER PUZZLE 


60 per cent of the national average, 
despite fifteen years of TVA. Oregon, 
Washington, and Idaho are among the 
top eight states in rural electrification, 
without TVA, while Tennessee is 
forty-fourth. This region has cheap- 
er power than TVA, the domestic rate 
in Portland under private company op- 
eration averaging 1.28 cents per kilo- 
watt hour; the average rate under 
TVA being 1.57 cents. 

The Pacific Northwest is short of 
power, all right. The fastest growing 
region in America, it needs at least 6,- 
000,000 kilowatts more power in the 
next ten years. But TVA is short of 


power, too. In fact, it has stirred up a 
national controversy by asking the 
Congress for a $50,000,000 steam 
plant. Imagine that, in a so-called 
hydroelectric heaven! 

The difference is that most people 
of the Pacific Northwest believe that 
the Army Engineers, the Columbia 
Basin Interagency Committee, and the 
U. S. Bureau of Reclamation have 
done and can do a better river develop- 
ment job than TVA has done for Ten- 
nessee valley, despite the expenditure 
of $1 billion. And the record sustains 
them. 

All this and freedom, too. 





U. S. Near “Point No Return’’? 


aa | iyo has a nation recovered itself, once the leaders 
have lured the people far into the grip of socialistic 
power. You can call the roll as far back as history reaches. 
Countries go on down to catastrophe as Germany and Italy have 
gone, as Rome went, and as Russia will go. 

“Americans for a century and a half supported their govern- 
ment, kept it well out of their affairs, and so became the earth’s 
richest people. Now more and more we ask the government to 
support us. 

“Government offers more ‘help’ for agriculture, housing, 
education, health, and other things. Everybody is encouraged 
to ask for something. Every government aid means more taxes 
and more regulation. Each new experiment fastens onto the 
people a new load, and the load remains. 

“When a flier risks stormy weather over the ocean, he ap- 
proaches what airmen call ‘point no return.’ Beyond that he 
cannot return to safety. He must take his chance on getting 
through. 

“How near is the U.S. A. to Point No Return?” 

—EpIToriIAL STATEMENT, 
Farm Journal. 
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Bubonic Budgets 


Since our utility industries stand in the front line of those American 
institutions subject to the encroachment of foreign social doctrines, 
this utility leader feels constrained to make a straight-from-the-shoulder 
appeal to common-sense precautions on combatting the spread of 
menacing ideological infection from foreign shores. How much anti- 
contamination surgery must be performed on our government budgets, 
to cut out the poison? How can the operation be sold to the American 
people? Such are the serious questions posed by this author who combines 
his utility experience with a. of political history at home and 
road. 


By LANE D. WEBBER 
VICE PRESIDENT, SOUTHERN CALIFORNIA EDISON COMPANY* 


IGH in the horrors of history 
H ranks the bubonic plague, too 
occasionally visited upon care- 

less, populous areas permitting the mul- 
tiplication of rodents that contract and 
become infected with the dread disease. 
It is communicated to humans by one 
of our tiniest but most agile’ insects 
—the flea — which, through its bite, 
transmits the germ that inoculates the 
“bitee.” It causes and is identified by a 
swelling of the lymphatic glands, 
charged with the job of absorbing such 
poison, and trying but failing therein. 
It is usually fatal—as a human ail- 
ment, it rates unusually high in mor- 
tality. Once started it quickly becomes 
epidemic. Historic treatment has been 
mass exodus from the affected area and 
abandonment of the afflicted. Although 
more frequent in the overbred portions 





*For additional personal note, see “Pages 
with the Editors.” 


APR. 14, 1949 


of the Orient, it almost devastated 
London in 1665. Following the ravages 
of its course, the survivors return, be- 
latedly eradicate the remaining rodents, 
and again begin their pursuit of human 
caprice, Sensible, scientific considera- 
tion could have avoided the disaster 
by earlier rodent control and elimina- 
tion—simple preventative measures. 
The word “lymphatic” is defined as 
phlegmatic or sluggish, and has been 
assigned medically to parts of the 
human body — protecting glands — 
whose failure to function destroys the 
complicated fabrication of which they 
are a seemingly insignificant part. 


H” comparable to the body politic 
whose units are individuals. 
These human individuals are the 
glands of the over-all organization— 
government — which shall determine 
their freedom, prosperity, and happi- 
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BUBONIC BUDGETS 


ness or their enslavement, poverty, and 
misery. If they shall be sluggish in the 
performance of. their functions, a 
plague will destroy their joint creation 
and themselves. 

To demonstrate the analogy, please 
recognize that government—free gov- 
ernment — is the people themselves, 
acting in their composite personality. 
To function it must obtain and employ 
those funds necessary to its operation. 
It can raise revenue solely through tax- 
ation—because it has no other source. 
The people must provide their national 
expression with the moneys required 
for its performance of their will. Never 
forget that they, acting through freely 
and secretly chosen representatives, 
govern themselves — determine and 
dictate the kind and extent of govern- 
ment they want. Thus they fix expendi- 
tures and tax themselves. 

Now, there are doubtless certain 
human “carriers” who infect them- 
selves with the philosophy of the 
“isms”; that government can and 
should do all things for all people ; that 
the individual is not a free human be- 
ing, but just a thing of the state; that, 
notwithstanding our attainment of 
world-envied abundance and content- 
ment thereby, individual enterprise is 
wrong or has failed; that Socialism, 
Collectivism, or Communism promises 
something better, justifying abandon- 
ment of the here obvious exemplifica- 
tion of individualism for the elsewhere 
and everywhere discredited procedures 
of Collectivism. These create the source 
of contamination. If the fellow-travel- 
ing “contacts” of these “carriers” bite 
the selfish, thoughtless, thriftless mem- 
bers of society and pressure groups, 
we witness the resultant establishment 
of whole colonies of ideological germs 
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sO menacing to our citizen sovereignty. 
If enough of these “contacts” (and 
one is enough) bite enough of our citi- 
zens, the remaining units or glands of 
our body politic cannot absorb the 
poison—particularly if they are slug- 
gish, An epidemic impends. 


’ | ‘HE people are easily intrigued with 
the thought they should have all 


they can get, that they have not 
enough, and that government can give 
it to them — “for free.” After long 
years of propaganda to the effect : that 
they are deprived of their share by a 
malicious few who exploit them; that 
they need not exert themselves in and 
for the greater production of their 
necessities, comforts, and luxuries; 
that they need only give power—and 
more power—to the demagogues who 
fashioned the false propaganda, they 
are highly susceptible to this type of 
infection. 

Hence, the epidemic of government 
spending for paternalism, resulting in 
bureaucracy — the bubble of bubonic 
budgets and the swelling which no 
glands could absorb. 

What is more we cannot run away 
from this plague of spending, taxation, 
and inflation. There is no place of 
refuge, because most of the rest of the 
world is already afflicted—caught in 
the contagion and the chaos so pro- 
duced. No, we must fight it out—win 
or lose—right here. 

Let’s evaluate the philosophy, pur- 
pose, and plunder of those who would 
destroy us and undertake their political 
eradication—now, not after the plague 
shall have taken its toll. Let’s find and 
apply the antidote before the poison 
takes its fatal hold and “ism” rigor 
mortis sets in. 
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Most of these real human “carriers” 
were produced in alien lands, where 
misery and slavery may have been the 
lot of their teachers or progenitors. 
There they were fed and matured upon 
hatred and those whom they, rightly 
or wrongly, blamed for their poverty 
and tragedy. Discharging themselves 
from all responsibility for their fate, 
their pet hate is authority or govern- 
ment, which, in fanatical delusion, they 
build into the implement of their tor- 
ment, the instrument of their alleged 
tormentors. In their minds, govern- 
ment becomes their archenemy. As 
fugitives or refugees, even in the land 
of the greatest liberty, and freedom 
from the fictions of distorted mental- 
ity, many cannot free themselves from 
the inbred hatreds. Looking upon the 
prevailing system of government as 
their eternal foe they plot its ruin. 


6 be technique is simple enough. 
They have but to seek out the 
malcontents and dissidents, They con- 
sort with them; exaggerate the ills of 
their victims. They repeat the dirge 
of their own allergy —a requiem of 
wrongs — and win recruits to their 
purpose. Those whom they cannot con- 
vince completely they confuse and 
bewilder with the dramatization of 
imaginary injustices and the glorifica- 
tion of promised “pie in the sky.” 
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There are relatively few of these 
arch infectors. But they attract many 
followers. They deceive by hiding un- 
der the camouflage of respectable as- 
sociation. The same political candidate 
who raves at the direct import of for- 
eign infection often flirts with the fel- 
low-traveling “contacts” — because 
they are great in number, activity, and 
votes—and they always vote. Alto- 
gether, these are less in number than 
the people, but so much more active 
and purposeful. 

Their objective being a sort of an- 
archy, the overthrow of government— 
free government—or its subjection to 
their control, they search out its source 
of existence and find that to be individ- 
ualism, industrialism, Capitalism. Each 
owner of a modest home, farm, life in- 
surance policy, bank account, bond, 
share of stock, automobile, job or small 
business venture, is a Capitalist, there- 
fore their enemy to the proposed 
revolution. 

How then shall they destroy such 
government? By the destruction of its 
source: Individualism by baiting the 
individual to become a pawn of the 
state; industrialism by government 
ownership and operation of all indus- 
try—abolishing private ownership of 
property; Capitalism by the destruc- 
tion of capital. Then in common pov- 
erty and misery—upon which it feeds 


expenditures averaged $575,000,000 — half a billion. In 


q “For the first ten years [of the present century] Federal 


the teen-age decade—which witnessed World War I—that 
average was $3.8 billion. During the twenties—notwith- 
standing some $10 billion of debt reduction—the average 
was $3.7 billion. Throughout the thirties—with its depres- 
sion—$6.2-+- billion. The forties—cursed with World War 
II hit the jackpot with $51.7 billion.” 
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—Socialism takes over. Such are the 
plot and the poison. 


HE government of a vigorous and 

virile people is not so easily de- 
stroyed—when it is their own free gov- 
ernment. Nor is the economy that pro- 
vides for them the greatest abundance 
of the good things of life throughout 
all history easily destroyed. Nor is in- 
dividual liberty, when realized and 
prized, Yet all can be destroyed and 
lost, unless properly appraised and con- 
tinually rewon by the eternal vigilance 
that is their price. 

The attack upon such a citadel must 
be planned and executed. The victims 
must be deceived with promises of 
greater abundance and freedom. So, on 
the one hand, must small grievances be 
magnified and, on the other, false 
promises exaggerated. Demands from 
government must be increased—re- 
quiring increased spending and tax- 
ing—unearned higher wages and un- 
justified lower prices from all indus- 
try—exhausting its source of mainte- 
nance and replenishment. That is the 
“ism” pattern. 

They would destroy free govern- 
ment by spending and taxing it—the 
people—into insolvency and Socialism 
— free-private-competitive-enterprise, 
or Capitalism, by the exhaustion of cap- 
ital in taxation and inflation. 

Throughout all civilized history, of 
which reliable records exist, there have 
been sporadic uprisings or epidemics 
of such “isms.” In recent modern 
times, beginning with the Nineteenth 
Century, the strongest early advocate 
thereof was the “Iron Chancellor,” 
Bismarck, who — compromising with 
and ensnaring the Socialists—em- 
ployed some of their techniques to 
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make automatons or robots of the Ger- 
man people—completely subject to the 
will of their master. He first used “So- 
cial Security” as bait. Welded into a 
“one-man” controlled existence, Ger- 
many became, apparently but abortive- 
ly, a powerful nation of political 
mechanism — Frankensteins — twice, 
and finally was led to ruin through the 
ruthless ambition of his successors. 


ee followed Russia, Italy, and 
Spain in the world wars. Fifteen 
nations, including the satellites of Rus- 
sia, now writhe in the throes of “isms” 
— France paralyzed in the present 
struggle and “Old England” following 
suit. The Scandinavian countries have 
long experimented with parts of the 
philosophy, to their serious detriment. 
China, India, Korea, and the Malay 
States are sinking into the morass. 
Greece, Turkey, Egypt, and all of the 
Near East stand at the brink. 

This affected area encompasses the 
larger part of the land mass of the 
earth and all or much of five of the 
former seven World Powers. Japan is 
presently sterilized, leaving the United 
States of America the sole surviving 
great nation to champion individual 
liberty, initiative, incentive, opportu- 
nity, and free government. 

That is the world situation. What 
of our own? 

The present and recent powers of 
supervision, regimentation, and con- 
trol of our business and private lives, 
as held and exercised by centralized 
Federal government, stand at hand for 
ready example. Almost every act of 
business must run the gauntlet, if not 
the gamut, of some such supervision. 
The threat of another war suggests the 
multiplication and, perhaps, perma- 
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Peak of Spending 


. ae tee war year 1945 marked the peak of spending, with a budget 

in excess of $100 billion—more than this nation had spent from 

the inauguration of President Washington to the administration of 

President Hoover, 140 years burdened with four conflicts—the War of 
1812, Civil War, the Spanish American War, and World War I.” 





nent infliction upon us of such powers 
and restrictions, 

These powers require, feed upon, 
and multiply like amoebae under, gov- 
ernment spending. Thus does such 
spending have sinister significance. 

But to get to the bubonic budgets. 
With that truly epitomized preface, let 
us speak of spending. A review of the 
present century—almost half gone— 
discloses startling statistics, 

For the first ten years Federal ex- 
penditures averaged $575,000,000— 
half a billion. In the teen-age decade 
—which witnessed World War I— 
that average was $3.8 billion. During 
the twenties — notwithstanding some 
$10 billion of debt reduction—the aver- 
age was $3.7 billion. Throughout the 
thirties—with its depression—$6.2+ 
billion. The forties — cursed with 
World War II—hit the jack pot with 
$51.7 billion. For the postwar years— 
1946 through 1949, and using the cur- 
rent budget for the latter year ending 
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June 30th next—the average will be 
$48 billion—80 times that of the first 
decade, 12 times that of the second, 
and 7 times that of the thirties. 


| ewrm the fiscal years 1933 
through 1949 our Federal gov- 
ernment will have collected in taxes 
$295 billion and have expended at 
least $525 billion, 

The war year 1945 marked the peak 
of spending, with a budget in excess 
of $100 billion—more than this nation 
had spent from the inauguration of 
President Washington to the admins- 
tration of President Hoover, 140 years 
burdened with four conflicts—the War 
of 1812, Civil War, the Spanish 
American War, and World War I. 

Suppose we superimpose the fiscal 
record of the current year over that of 
1933. 

In 1933 Federal expenditures were 
$3.8 billion ; this year they may be $43 
billion—-11 times as much. 
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BUBONIC BUDGETS 


Federal revenues were $2 billion in 
1933 ; estimated revenues for ’49, $41- 
$45 billion—more than 20 times great- 
er. 

For ’33 individual and corporation 
income taxes totaled $746,000,000— 
three-fourths of a billion; for ’49 the 
President estimates those taxes at $33 
billion—some 40 times greater. 

Our national debt in ’°33 was $22 
billion ; today it is $252 billion—more 
than 11 times greater. 

Federal civilian employees num- 
bered 572,000 in ’33; now almost 2,- 
200,000—nearly 4 times as many— 
and were paid $972,000,000 then as 
against more than $6 billion this year 
—6 times as much. 

In 1933 we were not asked to pro- 
vide $15 billion for national defense, 
$6 billion for Veterans’ care, educa- 
tion, and hospitalization, $7 billion for 
foreign aid, $54 billion just for inter- 
est on the national debt, and $3 billion 
for public works. This is the genesis of 
a suggested budget next year that may 
exceed $45 billion—five years postwar. 


| amps long years of research, 
and three of intensive study, the 
National Association of Manufactur- 
ers’ able government spending com- 
mittee, staffed with the experts and 
composed of more than a hundred 
practical business executives, has con- 
cluded next year’s budget could be held 
within a maximum approximating $37 
billion. This is premised upon findings 
of congressional committees and state- 
ments of those in high authority. Its 
budget and study and recommenda- 
tions have been approved by the NAM 
board of directors, and made available 
to the Congress and executive depart- 
ment becomes their archenemy. As 


well as to the public. Such a budget will 
be criticized as too high—too extrava- 
gant—by those demanding greater re- 
duction—and too low and unrealistic 
by those asking more spending. 

Well knowing large additional 
savings could be made, if an informed 
and forthright public would so demand, 
and that further expenditures can and 
will be urged, with seeming military 
and paternalistic justification, the com- 
mittee believes that amount amply ade- 
quate. These findings represent a 
studied, honest conviction: that all 
necessary functions can be served well 
within that maximum amount; that the 
necessity for drastic reduction of 
spending compels the most courageous 
and patriotic action to challenge the 
social, industrial, political, economical, 
and moral catastrophe that impends— 
to salvage and restore the economic 
strength that is our only salvation; 
and that the economies proposed are 
sound and possible of accomplishment. 

If only there were space to detail the 
willful waste in our Federal bureauc- 
racy! Certainly a few instances de- 
mand exposure and will serve as ex- 
amples. Under inquiry their multiplica- 
tion would shame guinea pigs. 

Here are the findings : 


B Since, in average Federal experi- 
ence, a routine transaction often 
requires from two to several hundred 
times the manpower or time necessary 
therefor in the business world. 

That, in the first eight months of 
1948, the Federal government added 
a new worker to its civilian payrolls 
every three minutes—513 per day. 

That Federal civilian employees have 
increased from 983,000 in 1939 to 
nearly 2,200,000 in 1948, 
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That this number could be reduced 
by at least 500,000, as repeatedly as- 
serted by Senator Harry F. Byrd, one 
of our best informed statesmen and 
student of government cost and econ- 
omy. 

That the Veterans’ Administration 
is demanding some 90 additional hos- 
pitals, 49 of which are already in the 
blue-print stage. Yet it rejects the use 
of Naval hospital facilities, presently, 
or soon to be available, capable of ac- 
commodating 20,000 Veterans. That 
it is unable adequately to staff its exist- 
ing hospitals, more than two-thirds of 
whose beds are now occupied by pa- 
tients receiving treatment for ailments 
unconnected with war service disabil- 
ity. That government hospital beds 
cost up to $23,600 each—more than 
double the average cost in nongovern- 
ment metropolitan hospitals. Is the 
Veterans’ Administration being used 
as a build-up for socialized medical 
care? . 

That three years after World War 
I, 2,200,000 persons were receiving 
regular payments from the Federal 
government, while three years after 
World War II, 15,000,000 are receiv- 
ing such payments—7 times as many. 

That, in subsidizing farm produc- 
tion, tens of millions were spent last 
year to support the price of potatoes, 
while 22,000,000 bushels were de- 
stroyed and the public paid $2.60 a 
bushel in the market—twice the 1941 
price. 


e 


B tiny the government buys potatoes 
at $1.55 per bushel—plus 40 cents 
freight—and almost gives them away 
to be processed into potato flour, at a 
cost 5 times that of wheat flour. 

That the Department of Agriculture, 
to dispose of its surplus of subsidized 
potatoes, sells them for one cent a sack 
to buyers who dump the potatoes in 
the river and sell the sack back to the 
government for 15 cents. 

That such subsidy has so stimulated 
the production of potatoes as to 
“threaten” a yield of 491,000,000 
bushels—about 100,000,000 bushels 
more than the planners planned—pre- 
senting a real problem to a government 
that has already bought 65,000,000 
bushels of the 1948 crop. Under sub- 
sidized price support production can 
become a curse or worse. 

That $6,000,000 will be spent this 
fiscal year to support the price of “pea- 
nuts.” 

That at least $1 billion. could be 
saved if operations of the three 
branches of the Armed Services were 
actually merged, as required by the Na- 
tional Security Act of 1947. But, the 
heads of these branches—because of 
professional rivalry or outmoded loyal- 
ties — deliberately evade and by-pass 
the law. 

If such things be true, as can be 
verified, why is not something done 
about it? Must hundreds of millions 
—yes, billions—of dollars be so 
squandered? Are our genius and 


billion—more than 11 times greater. Federal civilian em- 


q “Our national debt in ’33 was $22 billion; today it is $252 


ployees numbered 572,000 in ’33; now almost 2,200,000— 
nearly 4 times as many—and were paid $972,000,000 then 
as against more than $6 billion this year—6 times as much.” 
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achievement in industry and mass pro- 
duction not applicable or available to 
the processes of government? Are we 
to prove ourselves incapable of self- 
government by the mere failure or re- 
fusal to operate free government suc- 
cessfully and within our joint ability 
to pay for it? 


| aperags to the plot of the play— 
the plague—let’s reanalyze and 
realign the players: the few saboteurs, 
the novitiates, the confused, and the 
ignorant, Conspicuous are the pink- 
tinted nonentities, ambitious personal- 
ities, and political opportunists, seeking 
power or plaudits, who encourage these 
dangerous or thoughtless elements 
with small regard for the consequences. 
Massed in the background is a gullible 
public—the people—the lymphatic 
glands of a Republic—sluggish because 
business-bound or hypnotized by the 
fabricated intricacies of our bewilder- 
ing modern society, economy, and 
bureaucracy. 

Here are the sources and ingredients 
of Socialism—the infected “carriers” 
and their “contacts,” the fellow trav- 
elers, the reckless and radical seeking 
power, and the numberless crowd 
standing by, exposed to if not inviting 
inoculation. 

Between the people and this unhappy 
accumulation of confused intent stand 
our chosen representatives in govern- 
ment—from the high office of Chief 
Executive to the smallest position in 
local government — almost entirely 
“good men and true”—staunch Amer- 
icans, proud of their heritage and eager 
to preserve it, Attacked and pressured 
by the forces of the left, they seek, 
need, and deserve, support from the 
greater forces of the right. Here then 
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is the part of the people—of the in- 
dividuals—of all of us. Only in this 
supporting role can we determine 
whether life shall be comedy, drama, 
or tragedy. 

If only the people could know our 
country is infested with sizable ele- 
ments who strive to degrade us into 
Socialism, by government spending, 
taxation, and inflation—the insepara- 
ble trinity of tragedy; that it has been 
done elsewhere and could be done here. 
If only they realized that continued 
Federal spending of present propor- 
tions—not to mention proposed in- 
creases—will surely produce insol- 
vency, destruction of private enter- 
prise, confusion, and insurrection—re- 
sulting in some form of Socialism. 

How shall they be told? What a 
challenge and task for teamwork—by 
these representatives, the people, labor, 
industry, agriculture, our entire society 
—that there may be a better tomorrow 
for everybody—measured in terms of 
peace, progress, humanity, and Christi- 
anity. 

If only there were some way to in- 
oculate the forces of right and of rea- 
son with the zeal and vigor of the 
foreign fallacies. 

Blessed with liberty and privileged 
to live in a land granting to all the 
greatest boon to mankind, the right to 
work—hard and long, but as we will— 
let’s not lose by default, as so many 
have and we could. To preserve no 
more than that—the right to live as 
freemen—is worth any effort or sacri- 
fice. 

Knowing only those with the will to 
be free will be free and only those dar- 
ing to be free deserve to be free, ap- 
peals must be made to arouse and in- 
spire such will and daring. 
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In final warning, we must beware 
both of the “carrier” and the “con- 
tact.” But, first, we must study and 
practice ideological eradication, and 
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66 AMERICAN businessmen have inherited and are now chiefly 

responsible for the fate of the only strong free economy 
left in the world. The success of our foreign policy, as well as 
our domestic welfare, depends upon the strength and vigor of 
our own economic system—on the way we demonstrate to all the 
world the superior performance and the greater vitality of a 
free economy. The key to this is Enterprise—in the fullest 
sense of the word. 

“Essential to economic progress in a free society are the 
myriad indwidual decisions of forward-looking businessmen to 
put their ideas, their capital, and their energy to work. To start 
new concerns or expand old ones ; to introduce new technological 
processes or improve old ones, or lose when they are un- 
successful, 

“This is the réle of private business. It supplies the means 
of economic progress, and, in a competitive system, shares the 
results with all members of the economy. And this ts the réle 
which business must continue to play if the economy is to re- 
main strong and to grow even stronger. 

“On the other hand, government has a responsibility which 
business, left to itself, cannot fulfill. It is the responsibility of 
creating the environment in which the enterprise system can 
grow with its benefits made available to all. 

“This means enforcing competition, and protecting national 
resources against wasteful exploitation and dangerous deple- 
tion; it means serving as an umpire among clashing interests 
and providing security and stability. These are generally pro- 
tections of society against business excesses. 

“But there is another basic réle of government—and this is in 
support of business: It is to encourage investment—not so- 
called public investment which merely adds to governmental 
budget deficits, but private investment, such as the 184 billion 
being spent this year on new plant and equipment. 

“In future years, business will spend that much again, and 
many times more, and the economy will grow accordingly, if 
government makes it possible and sufficiently attractive to 
tmduce private capital to take the risks of expanding our indus- 
trial capacity. 

“This will require a revision of present governmental tax 
and fiscal policy. Private investors must have the surpluses, 
and credit must be available so that they have the means nf 
investment. The potential rate of return must be high enoug 
to encourage risk taking. And taxes must not be confiscatory 
when this return is obtained.” 

—RICHARD GLENN GETTELL, 
Assistant to publisher, Fortune Magazine. 
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substitute pest control for government 
control, lest government, out of con- 
trol, incubate bubonic budgets into a 
devastating plague for all the people. 























Do We Need Separate U.S. Radio 
And Utility Commissions? 


The recent recommendations of the Hoover Commission for reorganis- 
ing Federal regulatory agencies has opened up basic questions of whether 
the Federal regulatory commissions were properly established, in the first 
place, from the standpoint of over-all effective control of interstate util- 
ties. Nearly all the states have single regulatory commissions for various 
utilities. Should the Federal government follow a different course? 
Should there be a separate Radio Commission? Here is a discussion 
of the possible advantages of consolidating Federal regulatory control 
over gas, electric, and communications services. 


By HARRY R. BOOTH* 


tically universally patterned upon 

the plan that a single agency can 
most effectively regulate the gas, elec- 
tric, street railway, telephone, railroad, 
and other utility operations within each 
state. With few exceptions,’ each of 
the more than 40 utility commissions 
possess over-all jurisdiction of the 
utilities within each state, though the 
powers of many of the commissions 
vary. In nearly all instances, a single 
regulatory statute forms the primary 
basis for control, though, in a few 
cases,* a commission may administer a 
number of separate laws. 


Sta regulation of utilities is prac- 


*For personal note, see “Pages with the 
Editors.” 

1Iowa, Texas, Florida. Delaware has no 
commission at all. 

2 New York and Michigan are notable in- 


stances. 
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Admitting beyond any question, 
that the interstate operations of the 
railroads require—as they necessarily 
do—a single and separate regulatory 
agency, are there sufficient reasons in 
the public interest to warrant the con- 
solidation of the remaining principal 
Federal utility regulatory functions for 
gas, electric, and telephone companies 
in a single Federal utility agency? 

If such a scheme were adopted, it 
should mean the consolidation of the 
telephone and telegraph regulatory 
functions of the Federal Communica- 
tions Commission with the present 
functions and powers of the Federal 
Power Commission into a single regu- 
latory agency, leaving the Federal 
Communications Commission again— 
as it originally was—a commission 
dealing exclusively with radio prob- 
APR. 14, 1949 











lems. It is hardly open to dispute that 
the growing importance of radio and 
television, and the momentous and ma- 
jor issues now before the Communica- 
tions Commission and the industry, re- 
quire that the agency be in a position 
to give far greater attention to radio 
problems than in 1934, and the real is- 
sue would seem to be whether the 
agency should be free to give radio 
problems its exclusive consideration. 


B Mire plan of a single agency should 
also involve the transfer of the 
functions of the Securities and Ex- 
change Commission under the Hold- 
ing Company Act of 1935, relating 
to electric and gas companies, to the 
new agency, though there may be good 
reasons—as the Hoover task force in- 
dicated that this might be deferred until 
the commission substantially concludes 
its work under § 11, relating to the in- 
tegration and simplification of holding 
company systems. The Hoover task 
force report dealing with these two 
agencies stated :* 

Upon substantial completion of the 
integration and corporate simplifica- 
tion program under § 11, the remain- 
ing powers and functions of the Secu- 
rities and Exchange Commission under 
the Holding Company Act will then 
largely overlap and parallel these func- 
tions of the Federal Power Commis- 
sion. At that time, the functions of 
both agencies in this field should be re- 
éxamined, integrated, and placed in a 
single agency. 

The Federal Communications Com- 
mission was created by “The Com- 
munications Act of 1934,” approved 
on June 19, 1934. The purpose of the 





3“Task Force Report on Regulatory Com- 
missions (Appendix N),” prepared for the 
Commission on Organization of the Executive 
Branch of the Government, page 150, 1949. 
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bill was to provide for the regulation 
in interstate and foreign commerce of 
the communication by wire and radio 
so as to make available to the people, a 
rapid, efficient, nation-wide, and world- 
wide wire and radio communication 
service, with adequate facilities at rea- 
sonable charges. It was also intended 
to provide for the national defense and 
for promoting safety of life and prop- 
erty through the use of wire and radio 
communication and to bring about a 
more effective execution of the policy 
by centralizing authority in a single 
agency, and to grant additional author- 
ity to the new commission with respect 
to interstate and foreign commerce in 
wire and radio communication. 

It was thus primarily enacted be- 
cause of the need and demand for addi- 
tional statutory control over the inter- 
state operations of the telephone and 
telegraph industries and the apparent 
failure of the Interstate Commerce 
Commission to give adequate attention 
to the powers it then had over these 
companies. The need for expanding 
the control of the Federal government 
over the radio industry was a further 
reason for the creation of the commis- 
sion and the bill’s enactment. 


F& a period of years following the 
enactment of the law, it appears 
that the telephone and telegraph prob- 
lems received at least equal, if not, in 


_*The act also conferred upon the commis- 
sion authority previously exercised by the Post- 
master General with respect to government 
— rates, and powers exercised by the 
State ; sane under the Cable, Landing, 
License Act. 

5 For related congressional hearings and re- 
ports, see Reports on Communications Com- 
panies, 73rd Congress, 2nd Session, HR 1273, 
April —— and June 4, 1934, and Hearings 
before ate Committee on Interstate and 


Foreign Commerce, 71st 2n 
sion, 8 6. a or 








DO WE NEED SEPARATE U. S. RADIO AND UTILITY COMMISSIONS? 


fact, the major attention of the com- 
mission, Immediately upon its organi- 
zation, the commission took advantage 
of § 5, which authorized the commis- 
sion to divide its members into not 
more than three divisions ; to authorize 
and assign to each division the com- 
mission’s functions arising under the 
act (5-b); and (5-c) each division 
was thereby given authority on behalf 
of the commission to perform the same 
duties and obligations upon behalf of 
the commission. On July 17, 1934, the 
commission entered an order, creating 
three divisions: namely, broadcasting 
as Division 1, telegraph as Division 2, 
and telephone as Division 3. Each di- 
vision was given jurisdiction over all 
matters. relating to each particular 
phase of the commission’s functions.® 
This practice continued until October 
13, 1937,7 when the commission 
adopted Order No. 20 dissolving all 
powers previously vested in each divi- 
sion and provided that thereafter the 


functions were to be exercised by the 
full commission itself. It was not until 
April, 1941, that the commission set 
up a telephone committee which was 
authorized to act for the full commis- 
sion on major matters of policy and 
regulation in the telephone field, and 
in August, 1944, that it created a tele- 
graph committee with certain powers 
to deal with telegraph rate structure 
matters. This and other aspects of the 
delegation of authority by the com- 
mission have been summarized in the 
hearings on the White Bill.* 


HE major attention given common 

carrier problems was evidenced by 
the investigation of the telephone in- 
dustry conducted by the commission 
pursuant to PR No, 8, 74th Congress, 
which culminated in its final report of 
June 14, 1939. In that investigation, 
the commission developed a great deal 
of valuable material and data relating 
to the technical and other aspects of 





“Wash- 
ington, D. C., July 17, 1934. The Federal 
Communications Commission organized its 
divisions today in keeping with the Communi- 
cations Act. Three divisions, composed of 
three members each, were created, with Chair- 
man E. O. Sykes serving on each division. The 
division and personnel follow 

“THE BROADCASTING DIVISION 
shall have and exercise jurisdiction over all 
matters relating to or connected with broad- 


casting. 

“THE TELEGRAPH DIVISION shall 
have and exercise jurisdiction over all matters 
relating to or connected with record communi- 
eation by wire, radio, or cable, and all forms 


6 Volume 1, FCC <= page 3: 


and classes of fixed and mobile radiotelegraph 
services and amateur services. 

“THE TELEPHONE DIVISION shall 
have and exercise jurisdiction over all matters 
relating to, or connected with telephone com- 
munication (other than broadcasting) by wire, 
radio, or cable, including all forms of fixed and 
mobile radiotelephone service except as other- 
wise herein specifically provided for.” 

7 Volume 4, FCC Reports, page 41. 

8 Hearings before a subcommittee of the 
Committee on Interstate and Foreign Com- 
merce, U. S. Senate, 80th Congress, 1st Session, 
on § 1333, pages 602 and 603. Statement made 
on June 17, 1947. 


z 


“THE tssues of radio and television have become a factor of 
major importance in our social, political, and economic life. 
It is only necessary to briefly examine the grave and com- 
plicated problems currently before the Federal Communica- 
tions Commission to realise the vital need of enabling that 
commission to deal excluswely with broadcast problems.” 
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the operations of the telephone indus- 
try. The staff reports, as well as the 
reports prepared by the rate and re- 
search department, have been used 
widely in connection with the regula- 
tion of the telephone industry. Sub- 
sequently the commission enlarged its 
common carrier section, and on April 
1, 1941,° instituted a formal inquiry 
into the interstate operations, earnings, 
and expenses of the Bell system. 
Unfortunately, the formal investi- 
gation begun in that year, and a subse- 
quent one begun in 1942, were not car- 
ried to their logical conclusion, due, in 
part, to the desire of the Bell system 
to compromise the proceedings and to 
reduce its interstate toll charges and 
avoid the possibility of formal findings 
by the commission, which resulted in 
dropping the cases. But, additional con- 
siderations undoubtedly included the 
fact that the commission was engaged 
in serious congressional and industry 
conflicts over its control of the radio 
industry, as well as the impact of the 
war itself, particularly with respect to 
the 1942 hearings. The fact remains, 
however, that formal adjudications as 
to what constitutes a proper rate of 
return; what property and expenses 
are devoted to interstate toll opera- 
tions ; and what are proper costs to be 
allowed to Western Electric for sup- 
plies sold to the Bell system—these, 
and other issues, have not been for- 
mally decided by the commission. 
However, in recent years, the com- 
mission staff has been working with 
the telephone committee of the Na- 
tional Association of Railroad and 
Utilities Commissioners, participating 
in studies of the problems of the 
separation of costs of property and ex- 
®See Annual Report for 1941, page 13. 
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penses between intra- and inter-state 
operations and other related problems. 
The commission has, of course, other 
substantial responsibilities in the com- 
mon carrier field, and has been per- 
forming other tasks than those indi- 
cated. It has been working on telephone 
accounting problems, including the re- 
statement of plant and original cost; 
working on continuing property record 
with state commissions; studying de- 
preciation problems, and recently fixed 
the depreciation rates for one Bell sys- 
tem associated company—that of the 
Michigan Bell Telephone Company. It 
also has been faced with considerable 
problems from time to time dealing 
with the Western Union Telegraph 
Company and its rate structure, as well 
as its service problems. 


yy considering the question of 

whether the separation of broadcast 
and common carrier functions is de- 
sirable, it may be well to again glance 
at the broadcasting industry problems 
before the Federal Communications 
Commission. These problems are no 
longer a minor matter for the Ameri- 
can people, the commission, or the in- 
dustry. The issues of radio and tele- 
vision have become a factor of major 
importance in our social, political, and 
economic life. It is only necessary to 
briefly examine the grave and compli- 
cated problems currently before the 
Federal Communications Commission, 
to realize the vital need of enabling 
that commission to deal exclusively 
with broadcast problems. Let us see 
what they are, as the commission it- 
self has outlined them in its 14th 
Annual Report: 


1. The limitations upon the present 
radio spectrum require that the com- 
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DO WE NEED SEPARATE U. S. RADIO AND UTILITY COMMISSIONS? 





Separation of Broadcasting and Common 
Carrier Functions 


¢C]N determining whether the separation of the broadcasting and 

common carrier functions of the commission is desirable, tt is 
necessary to consider, first, the extent to which, if any, the public interest 
might be endangered by such a move, and, second, whether the public 
benefits are of a substantially sufficient character to warrant sucha step.” 








mission review and revamp the com- 
mission radio service. 

2. The commission is playing a 
greater role in international frequency 
allocation problems. Fifteen sessions 
were held on these problems in the past 
fiscal year, and 20 are in prospect for 
the current year. This requires con- 
siderable time of the commissioners 
themselves, as well as their technical 
staff. 

3. There were over 635,000 radio 
authorizations as of June 30, 1948— 
an increase of 85,000 during the prior 
year. 

4. The commission received 200,000 
applications for the year ended June 
30, 1948, 

5. The total number of broadcast 
authorizations—an increase of 400 
over the previous year—brought the 
total number of stations in 10 cate- 
gories to nearly 4,000. “Of this figure, 
3,163 were major broadcast outlets— 
2,034 amplitude modulation (AM) ; 
1,020 frequency modulation (FM); 
and 109 television (TV). They repre- 
sented a gain of 239 AM; 102 FM; 
and 43 TV stations.” (Page 2.) 


6. There is a sharp increase in TV 
applications; noncommercial educa- 
tional stations increased from 38 to 46 
and TV experimental stations in- 
creased from 81 to 124. 

7. Safety and special radio service 
required a great deal of increased at- 
tention. 

8. Police radio, emergency fire sta- 
tions, used by utilities, oil companies, 
etc., also increased greatly, 

~ 9. Radio operators increased 64,- 
000, and amateur operators total nearly 
80,000, 

10. There was a substantial increase 
in engineering, and monitoring activi- 
ties, interference and complaints, etc. 


w= the growing character of 
the broadcasting problems facing 
the commission have, of course, been 
generally recognized, in the hearings 
on the White Bill, former Chairman 
Denny denied “that the commission 
has centered its attention, as well as 
the attention of the staff, on broadcast- 
ing at the expense of the other matters 
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entrusted to the commission’s jurisdic- 
tion.””® However, he admitted that 
“the burden of the commission’s work 
in all fields has increased at an amazing 
rate and is becoming more and more 
difficult for all seven commissioners to 
devote the necessary time to a detailed 
study of every problem in each of the 
three major fields.”™ (Broadcasting, 
safety and service, and common car- 
rier.) Chairman Denny, while also 
agreeing that common carrier and 
broadcasting problems involved sepa- 
rate philosophies and problems, said 
that there was no proof that the com- 
mission has applied the common car- 
rier philosophy to its regulation of the 
radio industry.™ 

In determining whether the separa- 
tion of the broadcasting and common 
carrier functions of the commission 
is desirable, it is necessary to consider, 
first, the extent to which, if any, the 
public interest might be endangered by 
such a move, and, second, whether the 
public benefits are of a substantially 
sufficient character to warrant such a 
step. Taking up the first point, it is 
clear that the regulatory problems of 
the radio industry and telephone and 
telegraph companies are separable and 
distinguishable. This fact has been 
generally conceded. The staff of the 
commission is divided both as to legal, 
accounting, and engineering studies be- 
tween common carrier and broadcast- 
ing functions. Given the staff and 
powers, another utility agency—pref- 
erably one which has been dealing with 
gas and electric utility problems—could 





1® Hearings on the White Bill, S 1333, 80th 
Congress, Ist Session, page 17 

11 The Independent Regulatory Gaonaieciqnn 
Report to Congress, March, 1949, page 4 

12 Hearings on the White Bill, S 1333, 80th 
Congress, Ist Session, page 17. 
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therefore handle the telephone and 
telegraph regulatory problems as effi- 
ciently as can the present Communica- 
tions Commission, The radio industry 
would not suffer, and neither the pub- 
lic nor the common carrier industry 
would likely suffer by such a change. 
Moreover, no great extraordinary diffi- 
culties appear to lie in the proposal to 
transfer the common carrier staff of 
the Federal Communications Commis- 
sion to a different agency. 


the extent that the Bell system 
and other common carrier facili- 
ties are used for FM or TV program 
transmission, and in so far as the prob- 
lems in the future include the deter- 
mination of the proper rates for the 
use of the facilities, it would seem that 
the new regulatory agency could ap- 
propriately determine matters of this 
kind or that these matters would be 
determined by joint action between the 
reéstablishlished Radio Commission 
and the new combined regulatory body. 
To the extent that the Bell system or 
other common carrier companies apply 
for frequencies, the jurisdiction of 
course would be exclusively within the 
control of the Radio Commission. 
These tremendous radio problems, 
the commission has indicated can- 
not be adequately handled. Former 
Chairman Denny, only two years ago, 
admitted that “in the broadcast field 
we have a huge backlog.” At that time, 
this was attributed to the abnormal 
broadcast load thrust upon the commis- 
sion after the war. However, the re- 
cent Hoover Commission task force 
study rather severely criticized the 
commission for its inability to ade- 





18 Hearings on White Bill, S 1333, 80th Con- 
gress, lst Session, page 17. 
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quately and efficiently handle its great 
responsibilities, and made a number of 
recommendations for improving the 
administration and operation of the 
commission, including the suggestion 
for the use of panels."* While it should 
be noted that the Hoover Commission 
itself did not, in its final report, join 
in this specific criticism, the commis- 
sion stated that “regulatory commis- 
sions often neglected their planning 
functions ; did not provide for adequate 
delegation to staff, or provide proper 
administrative direction for the com- 
mission’s work.” 

However, it is submitted that the 
tremendous tasks and responsibilities 
of the Communications Commission in 
the radio field cannot be adequately or 
fully performed unless the commission 
is free to give its exclusive attention 
to these problems. That does not mean 
that in the past the commission has 
not, on the whole, done an excellent 
job, but the writer believes that the 
public and the Congress are not suffi- 
ciently aware of the tremendous 
growth of the technical problems and 


14 Hoover Task Force Report 1949, pages 
4-98. 


Considering the essential academic charac- 
ter of the task force staff, it must be 
admitted that they performed an excellent job. 
Whether a staff which included more persons 
with specialized regulatory experience and re- 
sponsibility would have reached the conclu- 
sions expressed by this author, or still different 
opinions, is of course an open question. 

16 poy verre Regulatory Commissions Re- 
port to 949, page 3, 4. 


responsibilities facing that agency, par- 
ticularly in the broadcasting field, and 
that they have now reached a point of 
such major importance that proper ad- 
ministration may not be accomplished 
through the adoption of proposals for 
panels, or other similar temporary or 
inadequate measures. To do justice to 
the problems, it is necessary that there 
again be a Radio Commission. 


HE telephone regulatory problems 

are currently of a major character. 
The Bell system already has applied for 
approximately $500,000,000 in tele- 
phone rate increases before the various 
state commissions and has received in- 
creases totaling at least $200,000,000 
annually. It is no answer that since 
these applications are exclusively for 
increases in intrastate rates, that the 
telephone rate problems are of no great 
concern to the Federal government, or 
to the Federal Communications Com- 
mission. In each of these cases before 
the state commissions, the question 
arises as to what are proper allocation 
of cost of investment and property, and 
expenses between intra- and inter-state 
service, The question is also involved 
as to proper allowance to be made for 
property purchased from the Western 
Electric Company. One branch of the 
Federal government, the Department 
of Justice, has recently filed a com- 
plaint in a Federal District Court hold- 
ing that the relations between the Bell 


z 


creases throughout the country, the Office of Price Admin- 


q “In 1942, when the Bell system was about to seek rate in- 


istration stepped into the picture, though it had no jurisdic- 
tion over utility rates, and secured an agreement from the 
Bell system that it would seek no increases during the 


” 


war. 
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system and the Western Electric and 
its associated companies, violate the 
antitrust laws, and are contrary to the 
public interest. 

It would seem, therefore, that the 
telephone regulatory problems are of 
sufficient importance so that they 
should be controlled by an agency 
which is not as overwhelmed by the 
demands for the solution of unrelated 
problems, as is the case of the Federal 
Communications Commission, in con- 
nection with its responsibilities over 
radio problems. In 1942, when the Bell 
system was about to seek rate increases 
throughout the country, the Office of 
Price Administration stepped into the 
picture, though it had no jurisdiction 
over utility rates, and secured an agree- 
ment from the Bell system that it 
would seek no increases during the 
war. 

While it is true the price and eco- 
nomic situation is currently different 
than it was then, the steps that a Fed- 
eral agency would take, whose primary 
concern dealt with the utility regula- 
tory problems, can only be determined 
if the functions and jurisdiction of the 
Communications Commission over the 
telephone and other common carrier 
matters were transferred to a single 
regulatory body. 

Since the Hoover Commission has 
recommended the transfer of certain 
nonregulatory functions now within 
the control of the Federal Power 
Commission to the Interior Depart- 
ment, (if this were done) the Power 
Commission, as the new single util- 
ity regulatory agency, would find 
itself in a better position to take on 
new responsibilities. This transfer 
would involve the present functions of 
the Power Commission with respect to 


river basin and power market surveys. 


[’ the plan proposed herein were 

adopted, the public and the industry 
would have the advantage of having an 
agency dealing exclusively with broad- 
casting problems, and the reéstablished 
Radio Commission would be free to 
give its exclusive time to these great 
responsibilities. This should prove to be 
of immeasurable value to the public, 
the industry, and the commission 
itself. 

Merely because the Federal Com- 
munications Commission believes that 
it is up to date in dealing with telephone 
and telegraph regulatory problems, 
does not mean that they do not take 
so much of the time of the commission 
that they retard the commission in the 
handling of its predominant and 
greater responsibilities over the broad- 
casting industry. 

It is suggested, therefore, that the 
public interest would be greatly served 
by the following: 


1. Why not recreate the Federal 
Radio Commission, which would have 
exclusive jurisdiction and responsibili- 
ties over radio and broadcasting prob- 
lems, with such additional statutory 
powers as may be necessary, an ade- 
quate appropriations and staff to deal 
with these problems? 


2. The Federal Power Commis- 
sion’s name could be changed to some 
such name as the “Federal Utility 
Regulatory Agency,” or maybe a 
shorter title, such as simply a “Federal 
Utility Commission.” The label is 
merely an unimportant detail. The 
present members of the commission 
could continue to serve as the mem- 
bers of the proposed regulatory agency. 
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The membership of the utility commis- 
sion might well be increased to seven, 
which would make possible the utiliza- 
tion of the expert services and experi- 
ence in the common carrier field of a 
man such as Commissioner Paul 
Walker of the FCC. 

3. The present jurisdiction and 
functions of the Communications 
Commission over common carrier com- 
panies might well be transferred to the 
new Utility Regulatory Agency, and 
the common carrier legal, technical, and 
engineering staffs could also be trans- 
ferred to that agency. 


4. Congress could provide that, as 
of not later than January 1, 1955, the 
jurisdiction and powers of the Securi- 
ties and Exchange Commission over 
gas and electric companies be shifted to 
the Federal Utility Regulatory Agency. 
By that time, the Securities and Ex- 
change Commission should have con- 
cluded its work under § 11, providing 
for the reorganization and integration 
of utility holding companies. 

5. To the extent that the President 
will be given power under the proposed 
Reorganization Act, he might himself 
carry out the above program. 





Gas and Electricity Only Living Costs to “Break 
A Hundred” in U. S. Postwar Price Index 


TS following table illustrates in detail the 5-month drop in the consumers’ price 
index as compiled by the Labor Department’s Bureau of Labor Statistics. The 
index is measured in retail prices of goods and services purchased by moderate-in- 
come urban families. The 1935-39 average equals 100 per cent; in other words, 
registering price changes since the beginning of World War II. The miscellaneous 
group includes such items as gasoline and soap prices, and hospital and postal rates. 


Group 
All items 
All foods 
Cereals, bakery products ............. 
Meats, poultry, and fish 
Meats 
Beef and veal 
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Fats and oils 
Sugar and sweets 


— Noe 
IESES 
CAS 


Fuel, elec., refrigeration 
Gas AND ELECTRICITY 
Other fuels 
Ice 

House furnishings 

Miscellaneous 


Sept.15 Oct.15 .Nov.15 Dec.15 Jan.15 Feb. 15 
1949 1949 


1948 1948 1948 
171.4 
205.0 
170.2 


172.2 
207.5 
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246.7 
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Transport Problems in 
Western Europe 


As a British delegate on the Central Rhine Commission, and 
British member of the Transport and Communications Com- 
mission of the United Nations, Sir Osborne has made a close 


stud y 


of the transport situation in Western Europe, with 


particular reference to the possibilities of the more recently 
proposed “Western Union.” 


By Bricaprer GENERAL Sir H. OSBORNE MANCE* 
HIS ROYAL BRITANNIC MAJESTY’S ARMY ENGINEERS (RET. ) 


transport in relation to a Western 
European alliance we must distin- 
guish between the short-term and the 
long-term problems——between physical 
reconstruction and improvements in 
international codrdination; between 
measures which can be taken by trans- 
port independently, and those which 
must wait on developments in other 
aspects of Western Union (such as the 
currency and customs régimes and 
citizenship); between developments 
which could take place under existing 
political conditions, and those depend- 
ent on a merging of sovereignties. 
Transitory problems of physical re- 
construction, are being dealt with 
through the Marshall Plan; this pro- 
vides for a pooling of the productive 
resources of the participating countries, 
among which are all the prospective 


[ considering the possibilities of 


*For personal note, see “Pages with the 
Editors.” 
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members of the proposed Western 
Union. Given temporary financial aid 
to bridge the dollar gap and to facilitate 
inter-European payments, the reéstab- 
lishment of transport to meet the de- 
mands of European recovery is a 
straightforward technical problem, 
whose solution-lies for the most part 
in the hands of each individual country. 
The reéstablishment of railways, roads, 
waterways, and ports already is keep- 
ing pace with requirements. There may 
be competing claims for outside assist- 
ance in meeting the undoubted defi- 
ciencies of railway rolling stock and 
road transport vehicles, but with Mar- 
shall aid all these physical problems 
should be solved. 


SB removal (which, it is hoped, 
will take place very shortly) of 
certain obstructions to the reéstablish- 
ment of normal conditions of transport 
will facilitate Western codperation ; in 
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particular the restoration to Rotterdam 
and Amsterdam of traffic diverted to 
German ports to save dollars, the re- 
admission of German vessels to Allied 
sections of the Rhine waterways, and 
the establishment of a German cur- 
rency which can be used for external 
transactions. 

An important short-term measure 
of Western codperation with long- 
term repercussions is the proposed 
standardization of the half-million 
wagons which will have to be intro- 
duced on the railway systems of Europe 
to replace destroyed or worn-out roll- 
ing stock. 

For the long term there already are 
numerous international agreements ap- 
plicable to the whole European stand- 
ard gauge railway system, and regu- 
lating such diverse questions as the 
loading gauge, the essential uniformity 
of rolling stock to make it interchange- 
able, the exchange of rolling stock in 
international traffic, uniform condi- 
tions for goods and passenger trans- 
port, timetables, and so on. The Cen- 
tral Rhine Commission has been 
reéstablished on an interim basis and 
provides a conspicuous example of 
international codperation. 


Private Cars 


HERE have long been arrange- 

ments to facilitate the passage of 
private cars across frontiers. Provi- 
sions for the free movement of goods 
by road are, however, still in a trial 
stage, such progress as has been made 
being due largely to the emergency 
situation and limited to traffic between 
certain countries. The chief bar to 
progress in this respect is the absence 
in practically every country of any 
definite policy of codrdination. 
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All these questions will have to be 
revived, the relevant agreements 
brought up to date, and the prewar 
organization for administering them 
improved. It is important, however, 
that these matters should be dealt with 
on a European, and, in some cases, 
such as road transport, on a world 
basis, though a Western Union, by 
removing internal restrictions, could 
usefully act as a single unit. 

We approach more delicate ground 
when we consider the possibilities of 
unification or coordination in cases 
where at present there is strong compe- 
tition between national transport or- 
ganizations, between ports and transit 
routes, for example. It is important to 
remember that even complete political 
union would not remove much of this 
competition, which is as legitimate as 
the competition between two ports in 
the same country. The fundamental 
difference is that in the latter case any 
government intervention is exercised 
in the economic interest of the whole 
area, whereas the governments of dif- 
ferent sovereign countries will not 
hesitate to render, if necessary, un- 
economic assistance to their own trans- 
port systems for the sake of the direct 
or indirect national benefits which are 
expected to result. 


HE ideal of international codrdi- 

nation of transport is that inter- 
national traffic should pass as it would 
do if the whole of its journey took 
place in the same state. The wider con- 
cept of closer union may tend to some 
approach towards this ideal as a result 
of bargaining under the existing po- 
litical conditions, but it looks as if a 
complete solution will have to be 
evolved pari passu with a closer eco- 
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Removal of Obstructions to Transportation 


aaa HE removal . . . of certain obstructions to the reéstablishment of 

normal conditions of transport will facilitate Western codpera- 

tion; in particular the restoration to Rotterdam and Amsterdam of traffic 

diverted to German ports to save dollars, the readmission of German 

vessels to Allied sections of the Rhine waterways, and the establishment 
of a German currency which can be used for external transactions.” 





nomic and political union under which, 
for example, there would be no internal 
hindrances to the different parties 
adapting themselves to the new con- 
ditions. 


[’ may be asked what are the possibil- 

ities of unification of all or part of 
the transport systems of the Western 
Union. 

No doubt transport would be one of 
the subjects controlled by any supra- 
national organization, With a common 
economic and commercial policy, in- 
cluding a policy for the codrdination 
of the different forms of transport, the 
subjects of tariff policy, finance, and 
development might be directed by some 
central body. 

On the other hand, operation would 
have to be decentralized. 


Railways, Roads, and Waterways 


A regards railways, this would prob- 
ably be on the basis of the present 
national systems, if only on account 
of the language difficulty. The same 
considerations would probably apply to 
the upkeep of inland waterways and 
roads. Control of inland waterway and 
road operators would, however, be a 
different matter, as they can move 
about in any part of the Union terri- 
tory under regulations which would 
presumably be uniform. The form of 
control of these operators will depend 
on the Union policy as regards nation- 
alization and the codrdination of the 
different forms of transport. 

It is probably too much to expect 
each member of the Union suddenly to 
adapt itself to a new economic policy, 
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the execution of which may at times 
run counter to its immediate local in- 
terests. Thus, if any political supra- 
national body were set up to control the 
operation of a unified system there 
would be likely internal friction which 
would prevent the quick and clear de- 
cisions required for the efficient opera- 
tion of any commercial service, 

A possible solution is to entrust the 
management of the technical and com- 
mercial operation of any system ex- 
tending over more than one state of 
the Union to an independent commer- 
cial corporation enjoying identical con- 
cessions from all the participating 
states and operating on a purely com- 
mercial basis. Such a corporation could 
resist uneconomic proposals made to it 
for political reasons and, in its own in- 
terest, encourage the maximum devel- 
opment of its system. A plan on these 
lines would have the advantage of not 
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being dependent on any larger merging 
of sovereignty. One of the first trans- 
port measures contributing to closer 
European union might well be the crea- 
tion of a European Air Corporation. 


HE possibilities of transport un- 

der a Western Union have not 
been adequately explored, as thought 
on the subject has been clouded by the 
assumptions of national sovereignty 
and competing interests. If the ques- 
tion is now examined at the outset from 
the political angle it will be difficult to 
get away from the previous atmos- 
phere. It might start a new train of 
ideas if one or more small working 
parties of objective experts were en- 
trusted with the preparation of a 
scheme of unification, based on tech- 
nical and commercial considerations, 
as part of the background for consid- 
ering the wider aspects of the Union. 





“R* insisting on unlimited profit accumulation, big busi- 
ness 1s sapping the buying power of the customers on 
whom it ultimately depends, and by further entrenching 
monopoly it is destroying the free competitive enterprise system 
in which it claims to believe devoutly... . 

“As spokesman for the consumers who have so largely paid 
for business expansion during the last three years, government 
has a moral right and a congressional mandate to take measures 
to restore enterprise to its competitive function and insist on 
price and profit policies which do not undermine the national 


well-being. ... 


“If sufficient investment capital cannot be obtained, for what- 
ever reasons, to supply adequate funds for the expansion of 
American corporations, then the present contributors — the 
consumers—must be given some authority and control over the 
expanded enterprises they have financed. 

“Since only the government is in a position to represent all 
consumers, it is obligated to investigate and then to rectify the 
business policies which transform booms into busts by under- 
mining the basis of full production and full employment.” 

—Excerpt from the “Economic Outlook,” 
published by the Congress of Industrial Organizations. 
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Cut in Project Funds 


oTH Interior Department and Army 
Engineers were disappointed some- 
what in the reported policy of the House 
Appropriations Committee to cut back 
on funds for public projects so as to re- 
flect an anticipated reduction in construc- 
tion costs. This amounted to an over-all 
15 per cent cut in the case of the Army 
Engineers’ Civil Functions Appropria- 
tion Bill. And a similar cut was expected 
in the Interior Department Appropria- 
tion Bill, due out shortly after. 

As a matter of fact, the House com- 
mittee report on Army Engineers’ civil 
function funds earmarked for flood con- 
trol, including power features, reflected 
an even higher percentage of reduction. 
As it came from the committee, the bill 
carried $321,000,000 for such projects, 
representing a cut of $109,937,600 from 
original budget requests. 

Of course, the over-all 15 per cent cut 
for both Interior’s Reclamation Bureau 
and Army’s civil functions did not repre- 
sent any curtailment in project activity 
as such—it did merely represent an ex- 
pected reduction in the cost to the govern- 
ment for the same amount of work to be 
accomplished. 

Reclamation Bureau’s friends in Con- 
gress even jumped the gun on the com- 
mittee report to lament the rumored cut 
in funds for the fiscal year of 1950. 
Representative Murdock (Democrat, 
Arizona), chairman of the House Public 
Lands Subcommittee on Irrigation and 
Reclamation, protested that “such action 
might cause serious, far-reaching dam- 
age.” 


E particularly feared slashing funds 
for Davis dam (Arizona) and said 
such action might defer completion of 
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Utilities 


the project and fulfillment of a U. S.- 
Mexican water treaty. 

Incidentally, research shows that the 
80th Congress granted transmission 
line funds freely, despite complaints dur- 
ing the past year that such funds were 
unreasonably slashed. Representative 
Case (Republican, South Dakota) has 
assembled statistics on appropriation of 
funds for government power project 
transmission lines showing that the 80th 
Congress granted the bureau more than 
$25,000,000 for this item alone. 

The Tennessee Valley Authority had a 
close call on its initial appropriation ($2,- 
500,000) for the controversial steam 
plant at New Johnsonville, Tennessee. 
This is one of the items in the First De- 
ficiency Appropriation Bill for fiscal 
1949, already approved by the House. 
By a close vote of 11 to 10, the committee 
turned down a proposed amendment by 
Senator Ferguson (Republican, Michi- 
gan) to make the TVA steam plant sub- 
ject to a taxpayer’s test suit. This would 
scrap the legalistic insulation which early 
VU. g Supreme Court decisions placed 
around the constitutional status of 
TVA’s ventures into the electric busi- 
ness. Senator Ferguson will revive the 
issue on the Senate floor. But it seemed 
likely to get sidetracked to the Judiciary 
Committee as “new legislation.” 

What Senator Ferguson evidently had 
in mind was the fact that the Supreme 
Court even to this day has never passed 
on the merits of the constitutionality of 
TVA operations in commercial electric 
enterprise. Similar litigation to test the 
financing of public power projects by the 
now defunct Public Works Administra- 
tion was thrown out on such grounds as 
incapacity of bringing suit. 
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WASHINGTON AND THE UTILITIES 


Interior Cleared by Hoover 
Group 


NTERIOR DEPARTMENT came off very 

well indeed in the final report of the 
Hoover Commission on reorganizing that 
branch of the Federal government. Aside 
from critical comment on fiscal policy and 
control by the Reclamation Bureau, the 
Hoover Commission recommendation 
amounted to a suggestion for more con- 
trol and authority for the Interior De- 
partment than before. 

This seems to represent a reversal of 
earlier sentiment for eliminating or de- 
émphasizing the Interior Department, It 
probably means that the Hoover Com- 
mission decided that it would be imprac- 
tical to replace the well-established In- 
terior Department with a new agency—a 
Department of Natural Resources. Even 
sO, a minority of three members of the 
Hoover Commission filed a dissenting 
report calling for a newly established 
agency. The majority evidently believes 
that working out reorganization reform 
within the framework of the existing de- 
partment would be the most that could be 
expected at this time without risking 
congressional veto. 

According to the Hoover plan, Interior 
would become a centralized agency for 
nearly all government construction 
work and all Federal development of sub- 
soil and water resources, including hydro 
power. The most controversial aspect of 
this is the recommendation that the civil 
functions of the Army Corps of Engi- 
neers be transferred to the Interior De- 
partment, together with services of Army 
Engineers who can be spared from mili- 
tary detail. The principal purpose of 
this recommendation is to eliminate “dis- 
astrous conflicts and overlaps which cost 
the taxpayers enormous sums annually.” 
Two members of the Hoover Commis- 
sion filed a dissenting report, protesting 
the Army Engineers’ transfer. 

The proposed organization of Interior 
would be divided into four major service 
divisions: (1) water development and 
use; (2) building construction; (3) 
mineral resources ; (4) recreation service. 
Under the first of these—water develop- 


ment and use—would be grouped the 
following: Reclamation Bureau, rivers 
and harbors improvement, flood control, 
Bonneville Administration, Southwest- 
ern Power Administration, division of 
power. The majority report said, in the 
light of past experience, reclamation 
projects simply cannot pay for them- 
selves, even with the “indirect subsidy of 
interest.” On the negative side, the re- 
port referred to the “inherent conflict” 
in the operation of multipurpose dams 
for flood control as compared with power 
purposes. Contradictory and complex 
Federal reclamation laws were found in 
need of revision. Hydroelectric power 
operations were said to be “essentially 
business government enterprises—now 
subject to defects as to budgeting, ac- 
counting, and management, which suc- 
cessful business requires.” 


¥ 
Gas Bills Marking Time 


NFLICTING agitation to increase 

Federal Power Commission control 
over natural gas production and gather- 
ing and, contrariwise, to get the FPC out 
of that picture by act of Congress, seems 
to be producing a kind of stalemate. Per- 
haps it could be more accurately stated as 
a sort of watchful truce. On one hand, 
the fear that the FPC would boldly move 
to implement the full authority inter- 
preted for it under the Natural Gas Act 
by the Supreme Court decision in the In- 
terstate Natural Gas Company Case— 
(1947) 69 PUR NS 1—is dying down. 
Concurrently, the drive to push bills to 
limit FPC powers under the Natural Gas 
Act is losing some of its steam. 

It is still expected that certain Federal 
commission members and staff officials 
will seek further extension of FPC con- 
trol, if given a convenient opportunity. 
But the over-all picture, at present, is one 
of caution on the part of both Congress 
and the administration. Administration 
officials are convinced that any major at- 
tempt to interpose new controls would be 
certain to revive congressional agitation 
to amend the Natural Gas Act—perhaps 
with success. 
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The FPC attitude on gas regulation is 
still divided. The fundamental dissen- 
sion which characterized the commis- 
sion’s stand on the Moore-Rizley Bill in 
the 80th Congress continues to exist. 
Commissioners Olds and Draper, joined 
by Buchanan (whose nomination still 
awaited confirmation by the Senate) and 
staff, oppose any amendment of the act 
which would curtail FPC jurisdiction. 
On new gas legislation, Commissioners 
Smith and Wimberly might be expected 
to take a compromise position. 


OME legislative progress will be made 

on bills to clarify FPC authority 
under the Natural Gas Act. Committee 
action on the Lyle and Harris bills (HR 
79 and HR 1758) to exempt production- 
gathering from FPC control is under 
way. But final action at this session is 
doubtful. Representative Harris (Demo- 
crat, Arkansas), chairman of the House 
Subcommittee on Petroleum and Federal 
Power, planned to start hearings on these 
two similar measures April 5th. Harris 
hopes that “They would clarify the con- 
fused status of the commission’s jurisdic- 
tion” arising from the Supreme Court de- 
cision in the Interstate Case. If enacted, 
the measures would amend the Natural 
Gas Act of 1938 so as to spell out an ex- 
emption from FPC control of all sales of 
gas at “arm’s length” by gas producers. 
Such exemption would not apply to pipe- 
line companies controlling their own pro- 
duction and gathering facilities. 


a 


Straus-Boke Issue 


HE administration received another 

minor setback, not necessarily final, 
when the Senate Appropriations Com- 
mittee refused to restore Reclamation 
Bureau Commissioner Straus and his 
California director, Richard L. Boke, to 
their jobs. The full committee reported 
out the First Deficiency Appropriation 
Bill (HR 2632) without including the 
House-approved rider restoring Straus 
and Boke to the payroll. The committee 
did appoint a 3-man subcommittee to take 
the matter up with President Truman. 
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Last year the position of the two 
chambers was reversed. Then it was the 
Senate which supported Straus and Boke 
and yielded to the House insistence, that 
they be disqualified, only after a con- 
ference battle. Straus is particularly an- 
noyed about the loyalty issue raised in the 
committee hearings, when Attorney Gen- 
eral Clark refused to turn over Federal 
Bureau of Investigation files on the two 
officials now serving without pay. The 
request for FBI files on Straus and Boke 
was made after the committee had con- 
sidered House Un-American Activities 
data, 

Straus and his superior, Secretary of 
Interior Krug, have asked for an open 
loyalty hearing by the Senate subcom- 
mittee. Krug said, in a letter to the sub- 
committee : 


The loyalty issue which has been 
raised at this late date in connection 
with the right of Straus and Boke to 
be paid for their services is a complete 
phony. It is instigated by Senator 
Downey (Democrat, California) be- 
cause his fight to give vast Federal 
benefits to large landowners in Cali- 
fornia has failed in every other in- 
stance. 


Straus, in a 3-page letter to the same 
Senators, said “if anybody has ques- 
tioned or is questioning loyalty, I have 
not been informed of such action.” 

Straus said confusion has been “de- 
liberately engendered,” and the real is- 
sues have to do with the size of land 
holdings on Federal reclamation projects 
and with Federal power policy. 

The long-awaited special Hoover Com- 
mission report on national public power 
policy drew some advance criticism from 
administration supporters, Widespread 
leaks appearing in the press during 
March reported differences of opinion 
among commission members in rejecting 
a task force report. These advance 
stories confirm an earlier report to the 
effect that four members, including 
Chairman Hoover, will favor a policy for 
getting the Federal government out of 
the power business. The final report was 
officially released on April Ist. 
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Summary of Bell System 
Rate Cases 


‘= National Association of Rail- 
road and Utilities Commissioners 
has compiled and published a very com- 
plete and enlightening roundup of Bell 
system telephone rate increases in the 
various states. Its summary reveals that 
more than $200,000,000 in rate increases 
have been granted to Bell system com- 
panies since September, 1946, when the 
first major postwar rate increase peti- 
tion was filed in North Carolina. 

The NARUC survey was released as 
a bulletin to state commission members 
from headquarters in Washington, D. C., 
7411 New Post Office building, by Aus- 
tin L. Roberts, Jr., assistant general 
solicitor. 

The study covers the period between 
September 17, 1946, to March 15, 1949. 
Specifically, the total increases granted, 
as of the end of the period, amounted to 
$200,398,828. In addition to the amounts 
granted there were applications pending 
which totaled $246,590,000. The rate in- 
creases granted represent roughly an in- 
crease in the average monthly telephone 
bill of about one-sixth over the prewar 
period, as compared with an increase in 
the over-all cost of living of nearly 
three-fourths, 

System company rate increases have 
been applied for in all states except Ne- 
vada, In Delaware, Texas, and Iowa 
there is no commission regulation of tele- 
phone companies on the state level. Cer- 
tain “home rule” cities do have jurisdic- 
tion over rates in these states. Exclud- 
ing these three states, increases have been 
granted by state commissions to the full 
amount requested, on applications on 
which preceedings have been completed 


in the following twelve states and the 
District of Columbia: Arizona, Colorado, 
Florida, Idaho, Massachusetts, Missouri, 
Nebraska, New Mexico, North Dakota, 
South Dakota, Virginia, and Wyoming. 
On other applications on which state 
commission proceedings have been com- 
pleted (excluding those just mentioned, 
which were granted 100 per cent) the 
percentages of the request allowed are 
as follows: 


California 
Connecticut 
Illinois 
Indiana 
Kentucky 
Louisiana 
Maine 
Maryland 
Michigan 
Minnesota 
Mississippi 
Montana 

New Jersey 
North Carolina 
Oregon 

South Carolina 
Utah 
Washington 
Wisconsin 


HE over-all average of increases 

granted, including states granting 
100 per cent of the amount sought (but 
excluding Delaware, Iowa, and Texas) 
is 87 per cent. In a number of the states, 
subsequent rate increase applications 
have been made. The full amount of in- 
creases, as sought, was put in effect by 
the courts on review of commission 
orders in Alabama, Georgia, Mississippi, 
Tennessee, and Vermont. Commission 
orders are now under court review in 
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Kentucky and Rhode Island. Below is the 


complete breakdown by states. 


by NARUC, included 36 detailed foot- 
notes which are omitted here, except for 


The accompanying table, as published the three generalized symbols showing 


California 

Colorado 
Connecticut 
Delaware 

District of Columbia 


Kentucky 
Louisiana 
Maine 


Massachusetts 
Michigan 
Minnesota 
Mississippi 


New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 


Washington 
West Virginia 
Wisconsin 
Wyoming 


So 
nso 


SSEeESEEEE 


BSk3 


Noa 
RSS 


DS 


< 
—< 


EgEeh 
3333s 


E 


§ 
S 


WAIN 


Date of 
Las 


t 
Order 
(3) 
3/17/48 
3/ 7/47 
9/24/48 
2/23/49 


10/17/47 
12/22/47 
12/23/48 
1/10/48 
1/10/47 


12/ 3/47 
10/20/47 


9/30/47 
7/30/48 
11/25/47 
12/17/47 


1/30/48 
12/20/48 


4/19/48 


11/ 6/47 
8/10/48 


1/12/48 


I penne Granted 


r Pending 
Made Effective Applications 
(4) (5) 


58 


> o> 
es 


38 


ce 
we 
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3 


BEres 
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g 3 
gils 


328 





$200,398,828 


* Represents increases ordered by court on appeal from commission order. 
t Represents total of more than one company request for rate increase action. 
¢ Includes temporary or interim increase pending further action, 
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EXCHANGE CALLS AND GOSSIP 


e nature of the original footnote. 
here requests were denied in full by a 
ommission, and a subsequent applica- 
ion made, the amount of the request de- 
ied in full was not included in the table 
but was explained in detail in the original 
ootnotes. For example, this occurred in 
he case of Maine, $1,770,000, and Mas- 
sachusetts, $7,000,000. - 
Column 4 of the table shows all in- 
reases made effective, whether by com- 
ission order, court order, by operation 
bf statute, on a temporary basis, or under 
bond. Column 5 shows only those in- 
reases pending over and above those 
overed in column 4. Increases in effect 
bn a temporary basis, included in column 
5, occur in Arkansas, California, Florida, 
Kansas, Kentucky, Maine, Maryland, 
ew Hampshire, Vermont, and West 
irginia ; and total $36,771,000. 


* 


Fast Telegrams 


HE staccato click of the telegraph 

key in the office of the railroad sta- 
tion has traveled far and changed con- 
siderably during the past two decades. 

Now, much of the work is done by an 
electric brain. Western Union Telegraph 
Company describes its new high-speed 

essage centers vividly in its 1948 an- 
mual report. Four mechanized message 

enters located at Boston, Kansas City, 
Minneapolis, and Syracuse were placed 
in service in the latter part of 1948. 

An operator transmitting a message 
from any office in the area served by 
one of these message centers simply types 
a routing symbol at the beginning of each 
telegram. That symbol causes an “elec- 
tric brain” to route and transmit the mes- 
sage to its destination. Formerly tele- 
grams were transmitted from their point 
of origin to one of a large number of re- 
lay stations. Under the new system many 
time-consuming steps have been elimi- 
nated, 

Each telegram is typed only at the 
point of origin, from which it speeds to 
destination without manual retransmis- 
sion, 

Before the introduction of the new sys- 
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tem, telegrams arrived at one of the re- 
lay stations where the messages were re- 
ceived in the form of words printed on 
tape, which were then pasted to telegraph 
blanks. Routing clerks next sorted the 
telegrams, and girls on roller skates 
carried them to the proper trunk-line op- 
erators. These operators retyped the 
messages to their destinations or, in many 
cases, to another station where the whole 
process had to be repeated. That type of 
operation is on its way out. 






—_ growth of the network mecha- 
nized message centers, and their 
interconnections is dramatically revealed 
in a series of charts which accompanied 
the company’s report. 

In the early part of 1949, two addi- 
tional centers began operation at Detroit 
and Los Angeles. Installation work at 
New Orleans is reported to be well ad- 
vanced and about ready for service. It is 
to be followed by completion of the last 
major center at Portland, Oregon. Each 
center serves an area of one or more 
states. 

- 


Atoms “Down Under” 


rom Australia we hear that communi- 

cation lines will be laid far under- 
ground in preparation for possible atomic 
war. 

The Des Moines Tribune has un- 
earthed the information and it reports it 
as a special copyrighted item from Can- 
berra, Australia, prepared for the 7ri- 
bune and the Chicago Daily News 

The report says that a team of defense 
experts is studying an elaborate plan to 
put key telephone and telegraph cables 
deep down in special atom-proof “chan- 
nels.” 

Tentative plan is that the first of these 
special channels will be laid in the 80- 
mile stretch between Sydney and Bath- 
urst. Also being reviewed is possible 
construction of secret telegraphic “nerve 
centers” and telephone exchanges under- 
ground at these principal cities. 

Radar posts which could not be 
bombed out of operation also are planned, 
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Construction and Financing 
Programs 


ae accompanying chart attempts to 
assemble the rather meager data 
available on the construction and financial 
record of the electric utility operating 
companies, During 1912-37 no balance 
sheet figures appear to be available except 
for the 5-year Census figures ; from there 
on the annual FPC figures became avail- 
able. The chart data have been drawn 
“from various records and forecasts pre- 
pared by the FPC, EEI, Electrical 
World, etc., and where the figures did 
not represent the exact information de- 
sired, we have prepared our own esti- 
mates based on background data. 

Back in 1912 the electric utility debt 
ratio was only 42 per cent, preferred 
stock represented 8 per cent, and com- 
mon 50 per cent of the capital structure. 
3y 1922, however, the debt ratio had 
risen to 49 per cent and preferred stock 
to 11 per cent, while the equity propor- 
tion had dropped to 40 per cent, Since 
that date the picture hasn’t changed 
much, Between 1922 and 1937 the debt 
ratio dropped one point to 48, and the 


e 


Financial New 
and Comment 


By OWEN ELY 


common stock ratio declined to 37, while 
the proportion of preferred stock ros 
to 15 per cent. During the next decade 
there was practically no change; debt 
dropped one point and preferred stock 
gained a point, it is estimated, But now 
there is a moderate upward trend in the 
debt ratio due to inadequate stock financ- 


ing. 


< be chart trend for 1937-47 should 
show an increase in the equity ratio 
(top section) due to the reinvestment of 
some $100,000,000 per annum or possi- 
bly $1.2 billion for the decade in new 
construction. But this amount was more 
than offset by plant write-offs ordered by 
regulatory commissions. The 1947 esti- 
mated figures are as shown below, before 
and after write-offs. 

There has been a great deal of interest 
in the future trend of construction ac- 
tivity. Thus far the ambitious electric 
utility program does not appear to have 
been curtailed because of the current 
business “‘recession.”” However, most esti- 
mates were prepared before the year end 
or early in 1949, so that any recent 
changes of plan would not be reflected. 


As Papertes ( Aporomeaste) ae A before Write-offs 


Preferred 
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ESTIMATED ELECTRIC UTILITY CONSTRUCTION AND FINANCING 
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Method of Financing 


Construction Depr.and 

a Earn. 
a so ces 650 $520 
eer 1,237 600 
1948 ..... 1,800 625 
ae 2,000 650 
ES 1,750 - 
ee 1,500 —_ 


Debt. Preferred Common 
$ 65 $ 30 25 
335 95 170 
965 160 115 
115 350 


850 


e 


The Electrical World, in its January 29th 
statistical issue, predicted an increase in 
generating capacity from the present 
57,000,000 kilowatts to 90,000,000 kilo- 
watts by 1955. This would require an 
estimated expenditure of some $15 billion 
exclusive of REA and Federal projects, 
which could add another $5 billion. This 
would mean practically doubling the 
present plant account of the private utili- 
ties. But the Electrical World figures 
seem based largely on orders on the books 
of electric equipment manufacturers, Of 
the 10,151,530 kilowatts estimated con- 
struction after 1951, only about 2,000,000 
represents private construction while 
more than 8,000,000 is in Federal and 
municipal hydro plants, which of course 
are largely dependent on local and con- 
gressional appropriations, 

Colonel H, S. Bennion, managing di- 
rector of the Edison Electric Institute, on 
March 2nd gave a talk before the New 
York Society of Security Analysts, in 
which he presented the figure shown 
above for the electric utilities, construc- 
tion and financing program (in millions). 


FFICIAL balance sheet figures for 
1948 are not yet available, The Edi- 
son Electric Institute has compiled the 
amount of new financing as shown below, 
to which we have added the amount of 
surplus earnings reinvested. 
These figures do not make allowance 
for possible further write-offs in 1948, 


e 


but since the bulk of these adjustments 
had already been made in earlier years, 
the loss in plant account was probably 
comparatively small. The figures indicate 
the following ratios at the end of 1948: 
debt 49 per cent, preferred stock 15 per 
cent, common stock 36 per cent. Thus the 
bond ratio advanced 2 points and the 
equity ratio dropped 2 points from the 
1947 level, as a result of the small amount 
of stock financing. 

Colonel Bennion’s estimate of $350,- 
000,000 common stock financing for 1949 
appears somewhat optimistic. Allowing 
for the conversion of about $175,000,000 
surplus income into common stock equity, 
estimated 1949 financing would be 57 
per cent debt, 8 per cent preferred stock, 
and 35 per cent common stock. On this 
basis 1949 capital ratios would be 50 per 
cent debt, 14 per cent preferred, and 36 
per cent common equity. 

In order to raise $350,000,000 through 
common stock financing in 1949, the elec- 
tric utilities will have to issue about $30,- 
000,000 a month. It seems a little dubious 
whether this amount can be realized. 
Since January lst new money equity fi- 
nancing was as shown in table, page 501. 

If common stock financing were to 
continue at about this rate (holding com- 
pany sales are excluded, of course) the 
year’s total would approximate $267,- 
000,000. However, there is usually a 
summer “recess” which would cut into 
the total. 


New ae ee Adjusted Percent- 





(Biil.) Earn. Amounts ages 

Bonds and Debentures ...... $965 —_ $965 69% 
Preferred Stocks ........... 160 — 160 ll 
Common Stock ...6...ccesee 115 $172 287 20 

AE ecariinnnancsad $1,240 $172 $1,412 «100% 
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FINANCIAL NEWS AND COMMENT 


ie connection with rights financing, it 

is interesting to note that utilities such 
as Pacific Gas, Cleveland Electric, and 
Wisconsin Electric are adhering to the 
old-fashioned method—setting the sub- 
scription price 10 per cent or more below 
the market price so as to make the rights 
of real value and give present stock- 
holders “a break.” In other cases, how- 
ever, of which Delaware Power & Light 
was a recent example, preémptive rights 
of stockholders seem to be recognized 
only nominally. The offering price, when 
fixed by competitive bidding, is apt to be 
“right on the market.” In fact in the 
Delaware offering the price was perhaps 
fractionally higher than the market, and 
the rights had only a fleeting value of 2 
cents, 

The intermediate practice of giving 
some value to the rights and paying 
brokers to solicit subscriptions seems to 
be gaining in popularity (Columbia Gas, 
General Public Utilities, etc.). In these 
cases a complex brokerage technique has 
developed for arbitrating between the 
old stock, the rights, and the “when is- 
sued” stock. This doubtless helps to ad- 
vertise the issue and put over the sale. 


aa 
1948 Electric and Natural Gas 
Earnings 


| igpaae utility companies (Class A 
and B privately owned companies 


pany 


as reported by the FPC) made an ex- 
cellent showing in the month of Decem- 
ber, While kilowatt sales gained less than } 
9 per cent and revenues only 10.4 per 
cent, net income was up 14.6 per cent 
and the balance for common stock about 
18 per cent. Fuel costs for the month were 
only 12.2 per cent over last year, com- 
pared with earlier gains up to 45 per cent 
(in June), Salaries and wages were 10.9 
per cent above last year, and other ex- 
penses 9.2 per cent. Taxes gained 13.3 per 
cent, doubtless reflecting increased local 
assessments on new plant; but deprecia- 
tion was practically the same as last year, 
with lower rates offsetting larger prop- 
erty, Interest on long-term debt gained 
15 per cent, but this was largely offset 
by a substantial saving in “other income 
deductions.” Operating income from util- 
ities other than electric gained 1.6 per 
cent as compared with sharp declines 
earlier in the year. 

Results for the calendar year 1948 
were less impressive. Sales gained 9.3 
per cent and revenues 12.4 per cent, but 
net income increased only 3.1 per cent. 
Fuel costs for the year were 30.6 per 
cent above 1947. Income of other depart- 
ments was down 6.7 per cent, and miscel- 
laneous income off 2.8 per cent. Dividends 
on preferred stocks increased 2.1 per cent 
for the year, and payments on common 
stock 3.7 per cent—the gain being sur- 
prisingly small considering the increased 
amount outstanding. 


No. of Shs. Net Price Amount 
(000) ToCo. (Mill.) 
$16.16 


Com 
7 & "gen eps 
So, Indiana G&E 
Central Maine Power 
Cee Me SUN, S06 ssocewcetee 
Pacific G&E ; 
Connecticut L&P 
Delaware P&L 
Oklahoma G&E 
Southwestern Pub, Ser. .......... 
Wrcnmels ies. Pr. ...ccsccesge 


Underwriting 
Underwriting 
*Rights 1-for-6 
Rights 1-for-5 
Rights 1-for-10 
**Rights 1-for-8 
*Rights 1-for-5 
Rights 1-for-10 
*Rights 1-for-11 
Rights 1-for-10 


— 
PNVNAWDDMAL 


> 
So 


C0.0 et Cotnininins 


$66.7 


*Underwritten. 
**Rights were also issues to convertible debenture 3s due 1959 and the amount indicated may 
be divided between stock and debentures (the latter being underwritten). 
#In the case of subscription rights, the date indicates the “stock of record” date. 
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ATURAL gas companies reporting to 
the Federal Power Commission 
showed a gain of 14.9 per cent in rev- 
enues, while net income increased 7.6 per 
cent in the calendar year 1948. Corre- 
sponding gains in the month of December 
were 13.6 per cent and 5.3 per cent, 
respectively. Interest charges for the gas 
companies increased to 29 per cent for the 
year and 43 per cent in the month of 
December, reflecting the industry’s rapid 
growth. The amount invested in gas util- 
ity plant increased 12.7 per cént, but the 
reserve for depreciation and amortization 
was up only 3.8 per cent, so that net 
plant gained 17.1 per cent. 


> 
The Utility “Round Table” 


I° a recent article in this department 
reference was made to the special 
meetings of utility officials sponsored by 
a large bank. These are the monthly 
“Round Tables” organized a year or so 
ago by Vice President Tom P. Walker 
of the Irving Trust Company. The cus- 
tomary procedure for these meetings is 
to invite a group of about fifteen senior 
utility executives, possibly one or two 
men representing regulatory agencies, 
and a few financial experts to exchange 
information and ideas. The program 
covers a 2-day period. At a typical ses- 
sion, March 3lst and April Ist, brief 
talks were given by Assistant Vice Presi- 
dent La Force of the Metropolitan Life 
Insurance Company, representing the 
viewpoint of the institutional investor ; 
by Buren McCormack, managing editor, 
and Robert Selltitz, utility reporter, for 
The Wall Street Journal, representing 
the financial press; President Emil 
Schram of the New York Stock Ex- 
change ; Louis Brand, managing editor of 


bond services of Standard & Poor’s Cor-, 


ployed in evaluating securities, emphasiz- 
ing the importance of balanced corporate 
structures, The preparation of stock- 
holders’ reports and other publicity was 
covered by Dr, Julian L. Woodward of 
the Elmo Roper organization, and by 
Harold Young, a partner of Eastman, 
Dillon & Company. Finally the economic 
outlook was discussed by Vice President 
Wesley Lindow of the Irving Trust. 
Luncheon and dinner sessions provided 
further opportunities for the exchange of 
ideas and for brief talks on various 
phases of utility investment. 

The “Round Table” has already be- 
come an institution, It represents the type 
of service that this bank is performing 
for the utility industry, Mr. Walker is 
to be congratulated for this valuable con- 
tribution to the development of sound 
policies and techniques in utility financ- 
ing during a vital period in the industry’s 
history. " 


Utilities Not Out of the Woods 
Yet—on Taxes 


HE stock market is in the doldrums, 

continuing to weave back and forth 
in a narrow range, despite efforts by the 
Stock Exchange and other agencies to 
whip up public interest in equities as in- 
vestments.* The moderate gain in utility 
prices is all the more welcome since it 
permits the utilities to catch up with some 
of the equity financing urgently needed 
to balance the big debt load being in- 
curred for construction. 

The recent relative market popularity 
of utilities seems due in part to improving 
earnings, and in part to the widespread 
feeling that they are good “defensive” 
stocks to hold in the event of a real reces- 


,Sion in business. The increase in earnings, 
‘which results largely from declining fuel 


poration; Vice President Sessel of the costs (the price of heavy fuel oils has 


Irving Trust Company talked on “Trus- 


‘now declined about one-third, and coal 


tee, Transfer Agent, and Kindred Serv- costs are also off moderately), could, 


ices”; Henry Breck, vice president of 
Union Securities Corporation, explained 
the viewpoint of the investment banker ; 
and John F. Childs, assistant vice presi- 
dent of the Irving, gave a behind-the- 
scenes discussion of the techniques em- 


however, be “nipped in the bud” by an 
increase in Federal taxes, 





*As we go to press, the Federal Reserve 
Board has announced that margin requirements 
have been restored to 50 per cent which resulted 
in 1,800,000 shares’ trading on March 29th. 
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It has been assumed recently that the 
administration’s move for higher taxes 
has definitely failed, but this conclusion 
may be premature, Recently Senator Taft 
indicated that he might back a tax in- 
crease if there was a “substantial” gov- 
ernment deficit by July Ist. Such an in- 
crease, he indicated, should be shouldered 
both by individuals and business. Presi- 
dent Truman and his leaders still want 
$4 billion in new taxes, but some influ- 
ential Democrats prefer to wait several 
months before making any decision. 
Meanwhile the administration is under 
pressure to start new boondoggling 
schemes to support employment. The 
move to arm European democracies may 
take a billion or so, in addition to ECA’s 
5 billions. Farm price props are proving 
expensive, and income payments may be 
lessened by declining business. 


Oe of higher taxes for busi- 
ness, including the utilities which 
would be the hardest hit, should not re- 
lax their fight. The Chamber of Com- 
merce of the United States recently 
warned that increased taxes would be 
highly dangerous, now that a recession 
is more feared than inflation. The pro- 
posed budget could be reduced substan- 
tially by direct action of Congress, or 
more slowly through adoption of the 
Hoover reorganization proposals which 
would eliminate much of the vast waste 
resulting from overlapping activities and 
inefficiency. But that’s the hard way, and 
Congress prefers the easy way—taking 
another golden egg from the corporation 
goose. 

If we must have increased taxes, an ef- 
fort should be made to obtain offsetting 
advantages—either tax credits for the 
stockholder to avoid double taxation of 
dividends, or aid to the utility company 
through an undistributed profits tax. We 
quote as follows from the letter of a 
utility executive : 

I read with great interest your com- 
ment in the Pustic Utiities Fort- 
NIGHTLY of February 17th on the mat- 
ter of an undistributed profits tax. I 
am right in agreement with your con- 
clusion that some reasonably mild form 
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of this tax would be vastly preferable 
to an increase in normal rates, and, of 
course, to an excess profits tax. As a 
matter of fact, I had some discussions 
with officials in Washington in which 
I took the liberty of advocating this 
method of raising additional taxes (as- 
suming any were necessary) about the 
middle of last December, and have 
been trying to watch developments as 
closely as possible since. 
My feeling is that American indus- 
tries, as distinguished from the utilities, 
are not doing a good job as regards 
dividend policy and raising of new 
capital. The utility industry, on the ' 
other hand, has historically paid out 
a good portion of its earnings, and also 
for the most part seems to recognize 
the importance of liberal dividends in 
a period of expansion, However, in- 
dustry in general seems to be trying to 
finance through retained earnings and 
is even going to the extent of trying, 
to conceal earnings by special reserve 
charges for what is called excess de- 
preciation, etc. The result, of course, is 
that dividends are absurdly low in re- 
lation to earnings, and when the stock 
sells, as it naturally would, at 2, 3, 4, 
or 5 times earnings, industrial manage- 
ment then claims that the cost of raising 
equity capital is too prohibitive, and 
they therefore must retain more earn- 
ings, which constitutes a vicious circle, 
It is, therefore, my personal feeling 
that a reasonably drafted tax which 
would permit companies to retain with- 
out penalty 30 per cent to 40 per cent 
of their taxable income (which in most 
cases would mean a somewhat greater 
percentage of their book income) 
would be helpful to the entire economy 
by causing greater dividend distribu- 
tions, and consequently higher stock 
market prices. At present, the retained 
earnings are not commanding any 
values in the stock market, so that for 
practical purposes, we have had a prof- 
itless prosperity in regard to the stock- 
holders, since the earnings cannot be 
translated into market value. They 
might as well not exist for practical 
purposes. 
APR. 14, 1949 
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CURRENT UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12 Mos. Month 12 Mos. 


me 


Operating Statistics (January) 

Output KWH—Total Bill. KWH 25.6 284.2 7% 
Hydro generated ™ 78 21 

Fuel generated ” 

Capacity Mill. KW 
Customers, number Mill. 

Fuel Use: Coal Mill. tons 

Mill. Mcr 

Oil Mill. bbls. 

Coal Stocks Mill. tons 


bltIllils 


Sales, Revenues, and Rates (November) 


KWH Sales—Residential Bill. KWH 
Commercial _ 
Industrial 
We TR I hod ecasecdies 
Revenues—Residential 
Commercial 
Industrial 
Total, incl. misc, sales 


NOODDANNIAAMNONAGCVONAMNONAS 


Revenues and Income (December) 


Elec, Rev., incl. misc, rev, ........ ‘ 
Misc, Income ' 


Expenditures (November) 


a 


Misc, Expenses 

Depreciation 

Taxes 

Interest 

PAMOTUBRNIOR, GAC, 2. 60 ccc cceccces 


Earnings and Dividends (November) 
Net Income 
Preferred Div. (est.) 
Bal. for Common Stock (est.) ... 
Common Dividends (est.) 
Balance to Surplus (est.) 


COCOMNNNGDOM=a= 


~ 


Utility Financing (February)? 


Life Insur. Co. Investments (March)® 
Utility Bonds 155 
Utility Stocks 2 
Tota 157 
Per eee 14% 


COCCCONONOR 


*At end of January. D—Decrease. 2Data for all utilities (electric, gas, telephone, etc.), in- 
cluding refunding issues. 3January 1 to March 19, 1949. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
3/23/49 Indicated ——— Share E 5S 
Price Dividend Se- 12 Mos. Current Previous % In- P-E 
About Rate teld Ended Period Period crease Ratio 
Natural Gas—Retail 
Arkansas Natural Gas .... $ 40 
Atlanta Gas Light 1.20 
Columbia Gas System 75 
Consol, Gas Util. 
Consol. Natural Gas 
Houston Natural Gas 
Indiana Gas & Water 
Kansas-Neb, Nat. Gas .... 
Lone Star Gas 
Mission Oil 
Montana-Dakota Util. . 
National Fuel Gas 
Okla. Natural Gas 
Pacific Lighting 
Pacific Pub. Serv. 
Rio Grande Valley 
Rockland Gas 
Southwest Nat. Gas 
Texas Pub, Serv. 
Washington Gas Light . 


& 


Dec.’47 $ 80 $ .39 107% 88 
Dec.’48 1.71 187 D9 105 
Dec.’48 1.04 1.25 11.5 
Jan. : 1.17 7.0 
Sept. 12.0 
July 12.0 
Jan, 

Dec.’48 
Dec.’48 
Dec.’47 
Dec.’48 
Dec.’48 


R 
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ee 
we 0 N00 0 16 Do Naw io WN 0 es 


sve we fv OS Owe eee 
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on 
8 
| 
oo 


Averages 


Mixed Gas—Retail 

S Laclede Gas Light 

O Minneapolis Gas 

O National Gas & Elec, 7 
S Peoples Goal. &C, ....... 105 


& 


Sept. $.92 $. 26% 7.1 
Sept. 95 3 D15 = 13.7 
Dec.’47 1.64 1. 32.43 
Dec.’48 8.72 . D13 =: 12.0 


£1 90 Or bo 
NAD 


on 
oO 
R 


Averages 


Natural Gas—Wholesale and Pipe Line 
El Paso Nat. Gas 76 
Interstate Nat. Gas 23 
Missouri-Kansas P. L. .... 24 
Northern Nat, Gas 35 
Panhandle East. P. L. ..... 56 
Southern Nat. Gas. 32 
Southern Production 9 
Southwest Gas Producing . 9 
Tenn, Gas Trans. 26 
Texas East. Trans. 


& 


wn 
& 
wy ) Ainenpoow 
al | oRan Ge 
=— ) daw ek 
IS|IRRSRVSES 


OOCOMNNGOOM 


wn 
co 
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Averages 


Manufactured Gas—Retail 
Birmingham 
Bridgeport Gas 
Brockton Gas Lt. 
Brooklyn Union Gas 
Hartford Gas 
Haverhill Gas Lt. 
Jacksonville Gas 
Kings County Lighting .... 
Providence Gas 
South Jersey Gas 


a 
z 


131 s388888 


Sept. $1.43 
Dec.’47 1.69 
Dec.’47 


ft et DN et et 
PONY CON 
rh nWwNw 


1 
1 
1 
1 
Dec.’47 5. 


Dec.’48 
Dec.’48 


14 
153 


COCCOONONO 
nN 
lol 


.00 
21 
85 
67 
64 
7. 

38 


6.2% 


D—Decrease or deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of- 
town exchange. S—New York Stock Exchange. 
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AMES F, Oates, JR. chairman of 

Peoples Gas, Light & Coke Company, 
Chicago, recently told a banking group 
that higher rates on gas for heating 
homes require serious consideration by 
utilities and regulatory agencies. The 
central states group of the Investment 
Bankers Association of America heard 
Mr. Oates assert that such action must 
be considered to protect the financial in- 
tegrity of utility companies, and to pre- 
vent an exhaustion of natural gas 
through an uneconomically low schedule 
of rates. 

Following is a brief digest of the ideas 
presented by Mr, Oates: 

Natural gas once was considered a 
luxury fuel, but now it costs the heating 
customer much less than oil or a good 
grade of coal in many cases. The basis 
for a prompt adjustment in gas space- 
heating rates becomes apparent when the 
current cost of incremental supplies is 
considered. 

Not so very long ago, gas could be 
bought in the field for relatively littlek— 
3 cents a thousand cubic feet. Now the 
asking prices of the producing companies 
in the great producing reserves in Texas 
and Louisiana run from 8 to 12 cents. 
Also, the contract provisions sought by 
producing companies in the field provide 
operating companies with tough economic 
questions. 


In Chicago, it now costs about $119 a 
year to heat a 6-room house with gas. 
This compares with about $185 for fuel 
oil and $142 for a good grade of coal. 
There has been an unprecedented demand 
for gas, largely from potential space- 


heating customers. Utilities have been 
unable to meet these demands. 


Ly Peoples Gas were to saturate the 
space-heating load in Chicago, it 
would be necessary to build ten additional 
pipe lines from natural gas fields in the 
Southwest. Also, if the demand is to be 
supplied, the following three steps must 
be taken : 


(1) Give consideration to increas- 
ing space-heating rates. 

(2) Provide other means, by stor- 
age or otherwise, to meet peak winter 
requirements, 

(3) Develop markets for “off-peak” 
and interruptible sales of gas to indus- 
trial and other users. 


Peoples Gas will require additional 
capital funds in connection with a current 
expansion and development program. 
However, a financing program will not be 
resolved until a plan of the company for 
a third pipe line from the Southwest to 
Chicago is developed further. 

—G. M. W. 





Federal Power Commission Reports 


PC says in its recent annual report 
that the year ended June 30, 1948, 
completed one of the most active years in 
the 28-year history of that agency. 
Sharply mounting demand for electric 
power and natural gas beginning about 


the middle of 1946 continued on to new 
high levels in 1948. This development 
brought additional and complicated duties 
to this agency, which administers the 
Federal Power Act and the Natural Gas 
Act, 
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There were many hearings held dur- 
ing the year on emergency service rules 
of some of the larger natural gas com- 
panies serving the Middle West and the 
Appalachian area where available sup- 
plies of the fuel were far short of sea- 
sonal demands. 

One of these hearings involved a total 
of 51 utility customers and 26 industrial 
customers of the pipe-line company and 
extended over a period of thirteen days. 
Another was participated in by 6 pipe- 
line companies, 56 distributing utilities, 
and 26 industrial consumers. This latter 
hearing continued for forty-five days and 
involved a total of 97 witnesses present- 
ing approximately 7,600 pages of testi- 
mony and 210 exhibits. 


HE FPC report states that the com- 

mission staff worked on a total of 
1,150 rate filings submitted during the 
period by electric power and natural gas 
companies subject to the agency’s juris- 
diction. 

Considerable attention has been given 
to utility accounting problems. Inflation 
of the plant account was given special 
notice. Uniformity in accounting sys- 
tems was a primary aim. 

Accounting studies of electric com- 
panies are nearing completion, Now the 
agency is planning for an early intensifi- 
cation of activity on the accounts of nat- 
ural gas companies. 


URVEYS of. the water-power potentiali- 
ties of the nation’s major river 
basins were carried forward by the FPC 
staff in many parts of the country. 
Recommendations were made during the 
year regarding the hydroelectric potenti- 
alities of 23 flood-control and navigation 
projects to be constructed by the Army 
Corps of Engineers and 10 irrigation 
projects scheduled for construction by 
the Bureau of Reclamation, They involve 
an aggregate of about 1,315,000 kilowatts 
of ultimate installed generating capacity. 
During the year the number of appli- 
cations received from electric utilities for 
authorization to issue securities under 
the Federal Power Act rose toa new high 
level of 38. This contrasted with 16 such 
applications received in 1947 and 6 in 
1946, 

In addition to a detailed report of the 
commission’s activities containing statis- 
tics of the industries involved, the 158- 
page report contains an appendix show- 
ing individual projects under major 
license and a separate financial statement 
revealing the proceeds derived from 
licenses issued by authority of the Fed- 
eral Power Act. 

The document is the twenty-eighth an- 
nual report of the Federal Power Com- 
mission and is for sale by the Superin- 
tendent of Documents, U. S, Govern- 
ment Printing Office, Washington 25, 
D.C. Price, 35 cents. 





Power Situation in Quebec 


UEBEC has the largest per capita de- 

velopment of hydroelectric power 

in the world. That fact is not generally 

known in this country, but it comes from 

the good authority of James Wilson, 

president of the Shawinigan Water & 
Power Company in Montreal. 

In an article published in the Montreal 
Gazette, Mr, Wilson reveals that his com- 
pany has many problems similar to those 
bothering some companies in the states. 
These include the need for more capacity, 
mounting costs, and rural electrification. 
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With respect to the need for more 
capacity, he said: 
. .. During the past year, a low rain- 
fall without precedent aggravated the 
situation in Ontario and in some parts 
of Quebec. In Ontario, black-outs and 
power rationing had to be enforced, 
while in Quebec the situation was met 
through the acceptance, by principal 
users of bulk power, of 10 per cent re- 
ductions in deliveries. With normal 
rainfall conditions, there would have 
been no cut-backs in Quebec, and On- 
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tario probably could have passed the 
winter with a few isolated brown-outs, 
but even so the need of spare generat- 
ing capacity would have been indicated. 

Those who have criticized electric 
utility management for power short- 
ages forget two principal factors in the 
situation : droughts and the lack of con- 
struction material. Management could 
do nothing about the first, and the 
second was an unavoidable postwar 
difficulty, 

Now it is reassuring to see that fair 
progress is being made in both 
provinces toward correcting the prob- 
lems. For instance, in Quebec it is well 
understood, not only by the govern- 
ment but also by the wood-using indus- 
tries directly affected, that the reli- 
ability of a river’s flow depends upon 
the forest cover on its watershed and 
that, therefore, forest conservation is 
of supreme importance to the hydro- 
electric industry. There can be no com- 
placency regarding measures for the 
protection and preservation of the 
forests. 


r. Witson stated definitely that 

higher costs have reached the point 
where there must be increases in rates. 
He feels that gone is the day when 
further reductions can be made in the 
sale prices of electricity. The article gives 
significant facts, some of which are 
quoted below: 

During the past decade, every fac- 
tor in the cost of producing electricity 
has risen, without exception. For in- 
stance, wages are 60 per cent higher 
than ten years ago, and materials 120 
per cent. Taxes are up 137 per cent, 
and fees to governmental bodies have 
increased 40 per cent. 

Those increased costs are not con- 
fined to Quebec; they are common to 
the publicly owned system in Ontario 
and to systems in all states of the 
Union. In fact, they have become so 
generally the rule that in many of the 
jurisdictions outside Quebec, govern- 
ing bodies for some time past have 
been authorizing upward revisions in 
rate schedules, 
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At present, on the basis of 1939 
value, a dollar’s worth of electricity is 
priced at about 38 cents. 

It is recognized that electrical serv- 
ices cannot be maintained unless they 
are properly paid for, and also that an 
enlightened and progressive manage- 
ment of such services cannot be main- 
tained unless an adequate return upon 
invested capital is assured. Additional 
generating facilities, with extensions 
and improvements in distribution sys- 
tems to meet the growing demands of 
all classes of customers—rural as well 
as urban—cannot be financed unless 
new capital is attracted to the electrical 
industry. That fact is so obvious that 
increases in rates are the order of the 
day everywhere. 


With respect to rural electrification, 
Mr. Wilson says that steady progress 
has been made. He points with pride to 
the fact that the breadth of the com- 
pany’s facilities makes rural electrifica- 
tion in Quebec compare favorably, in effi- 
ciency and economy, with that in any 
similar farming area on the continent. 
However, he indicates the limits of such 
activities in the following paragraph: 


It is true, however, that the very ex- 
tent of progress in the past is now 
colliding with the law of diminishing 
returns; areas in this Province which 
still lack electric service are in the main 
so sparsely settled or so distant from 
sources of supply that further exten- 
sions of the systems must be slowed 
down or even postponed. What the 
private power companies have already 
accomplished has been of immense 
value, but they cannot continue indefi- 
nitely to provide extensions of lines 
into distant or thinly populated areas 
where heavy losses are inevitable. 
Some form of government subvention 
will be necessary before complete elec- 
trification of the agricultural areas of 
the Province will be possible. 


Mr. Wilson closed his article with an 
optimistic remark as to the future aspects 
of the hydroelectric utility wg 5 in the 
“Ancient Province of Quebec.” He men- 
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tioned the area’s “white coal” reserve of addition to the nearly six million already 
more than seven million horsepower in developed. 





Cisler on Electric Power 


HE story of expansion in the electric ing can there be a constructive ap- 
utility industry: should be better proach to the problem of government 
known to millions of Americans, That is expansion in the electric power field. 
the firm conviction of Walker L, Cisler, In certain areas government has now 
executive vice president of the Detroit assumed responsibility for the develop- 
Edison Company, He recently nailed his ment of our water-power resources. 
point down in an address before two It is extremely important also to the 
engineering groups in Detroit. economic and social stability of the 
The address indicates that Mr. Cisler country that areas of hydro genera- 
feels strongly on the subject of com- tion be fully codrdinated in operation 
panies telling their stories in their own with areas of thermal generation 
territories. The speech dealt particularly wherever this is physically possible 
with facts related to an economic balance both within broad areas or between 
between steam and water-power plants. adjacent areas. There are already out- 
It tied in ideas on political philosophy and standing examples of accomplishment 
the situations introduced by atomic en- of this kind of codrdination. Only by 
ergy in this country and the Marshall such measures can maximum benefits 
Plan in Europe. to the country as a whole be obtained. 
This may even transcend country 

Water versus Steam boundaries as in Europe, 
On this subject, Mr. Cisler said in part : T was pointed out that water-power 
I believe emphasis should be placed developments, because of their nat- 


on the need of maintaining an ural setting and picturesqueness, have 
economic and codrdinated balance, a distinct advantage of popular appeal 
from an operating standpoint, between over the more prosaic thermal installa- 
thermal and hydraulic generating ca- tions. The utility executive suggested 
pacities in order to assure economical that the coal mining industry might help 
and adequate electric power supply in bring out some of the less obvious ap- 
the face of adverse precipitation, This peals which lie hidden in the whole train 
need is attested to by the fact that in of events leading from the mining of 
most instances where long continuous solid fuels, their transport to the point 
use restrictions have occurred, it has of consumption, and, finally, their utiliza- 
been usually in those areas which are tion in great thermal electric generating 
predominately hydro. plants for service to the homes, farms, 
I believe in the development of shops, and industrial enterprises. Mr. 
water-power resources to the extent Cisler stated: 
that they are economically sound and ... coordinated operations of intercon- 
bear their full share of the costs in- nected utility systems proved to be one 


volved. There are a number of influ- 
encing factors such as flood control, 
irrigation, and navigation, which may 
be deciding in justifying the develop- 
ment of a project. 

In every case, there should be a clear 
and full understanding of the facts 
involved so that the public may be 
properly enlightened. Only by so do- 


of the major resources of the United 
States in providing adequate power 
supply for war production and for 
postwar needs. In our own large elec- 
trical systems, it was found that by 
pooling reserves, taking advantage of 
diversity of loads between systems, co- 
Ordinating steam and hydro systems 
and the like, we could increase the 
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“THIS BEING MONDAY IS HARDLY A SATISFACTORY EXPLANATION OF 


THIS SWARTZ!” 


over-all availability of power from ex- 
isting power plants by as-‘much as 5 to 
10 per cent. 


Political Philosophy 


Mr. Cisler emphasized that we must be 
alert to the danger threatening our funda- 
mental concepts of life, liberty, and the 
pursuit of happiness. “Our efforts and 
assistance to the nations participating in 
the European Recovery Program are 
definitely helping to stop the advance of 
the Iron Curtain. The cold war is being 
won in Europe against a tremendous at- 
tempt to break down our social, physical, 
and economic strength,” he said. 


Atomic Power 


‘T ‘HE question of the prospects for the 
use of atomic heat for producing 
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electric power was discussed briefly by 
Mr. Cisler. He said in part: 


In planning the addition of generat- 
ing capacity to the electric power sys- 
tems the use of conventional sources 
of thermal energy—namely, gaseous, 
liquid, and solid fuels—is envisioned 
for a long time to come. It is not ex- 
pected that thermal energy from heat 
power reactors will be available in ap- 
preciable quantities for extensive use 
in industrial plants for many years to 
come. The use of such reactors as a 
source of heat energy must, if they 
are to take their place along with the 
conventional sources of heat energy, 
satisfy the following: 


They must be a practical reality. 
Their relative economy must com- 
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pare favorably with other sources of 
thermal or hydraulic energy. 

They must be safe from a practi- 
cal operating standpoint. 

Their use must be defined either 
as a government monopoly, or as 
— to private enterprise as 
well. 


Time alone will tell when and under 
what circumstances these will be pos- 
sible. Certainly the vast program of 
reactor development which the Atomic 
Energy Commission now has under 
way should be productive of results 
which will determine the path of prog- 


ress in this field. For the present, we 
are safe in assuming that new electric 
generating installations, now being 
made, will undoubtedly serve their 
economic life before this new source 
of heat energy will have a large in- 
fluence over future developments, 


Mr. Cisler presented the above ideas 
in an address, entitled “Expansion in the 
Electric Utility Industry,” at a fuel engi- 
neering conference of Appalachian 
Coals, Inc., in codperation with the De- 
troit section of the American Society of 
Mechanical Engineers, at Detroit, March 
9, 1949. 





Unique Scholarships for Electrical 
Workers 


GROUP representing both manage- 

ment and labor in the electrical 
industry has initiated a broad program 
providing 5-year scholarships at Colum- 
bia University for sons of New York 
city electrical workers. 

The program was announced by 
A. Lincoln Bush, chairman of the Joint 
Industry Board of the Electrical Indus- 
try, and president of the Belmont Elec- 
tric Co., Inc., 570 Lexington avenue. 
In order to be eligible for the scholar- 
ships, applicants must be sons of elec- 
tricians who are members of the pension 
plan of the Joint Industry Board. 

The project will provide funds to send 
two students annually to Columbia Col- 
lege, the undergraduate school for men 
at the university, Upon completion of 
three years of libertal arts studies at the 
college, the students will transfer to 
Columbia’s School of Engineering for 
an additional two years of schooling in 
electrical engineering. Each student will 
receive a total of $4,200. 

Dr. Harry J. Carman, dean of Colum- 
bia College, has given the plan high 
praise. It is expected that about 750 high- 
school students or graduates, sons of the 
workers in the pension plan, will be eligi- 
ble this year to apply for scholarships, 
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which will include full tuition, books, and 
fees. 

From the list of the students who ap- 
ply, ten to fifteen will be selected by Co- 
lumbia to enter a final competition. The 
selection will be made after the college 
considers the boys’ qualifications on the 
same basis as all applicants are screened. 
The final competitors will then be asked 
to take a college entrance examination. 
The two most successful candidates in 
this group will be awarded the annual 
scholarships. 


To program is one phase of the 
extensive pension, hospitalization, 
and benefit program established in 1941 
by the Joint Industry Board for the pur- 
pose of protecting members of Local 
Union No. 3 of the International Broth- 
erhood of Electrical Workers and their 
families. 

A thumbnail sketch of Mr. Bush is 
interesting here. He entered the electrical 
business in 1900 and has been particular- 
ly active in labor relations work. 

At present, he is vice president of the 
National Electrical Contractors Associa- 
tion; custodian of the National Labor 
Relations Committee of the electrical 
contracting industry; chairman of the 
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board of the New York State Associa- 
tion of Electrical Contractors and Deal- 
ers; chairman of the Joint Industry 
Board of the Electrical Industry; and 
chairman of the Bush Committee of the 
Joint Industry Board. He has been a 
member of the National Panel of Ar- 
bitrators of the American Arbitrators 
Association for twenty-six years. 

One of the scholarships is named for 
Mr. Bush. The other is called the William 


A. Hogan Scholarship. Mr. Hogan is a 
member of the Knights of Labor, Charter 
No. 253, local assembly of district 
assembly 2468, Knights of Labor, He 
was elected international treasurer of the 
International Brotherhood of Electrical 
Workers in 1909 and still holds that 
office. 

He was elected financial secretary 
of Local Union No. 3 in 1903 and still 
holds that office. 





Utility Safety Seminar 


SUCCESSFUL group meeting held by 
Ebasco Services Incorporated in 
cooperation with New York University 
produced and presented new techniques 
and tools to advance efforts in accident 
prevention. 

The seminar, held in New York city 
for a 2-week period, had as its primary 
purpose the teaching of Ebasco client 
company personnel the most modern 
practices in the field. 

Approximately one-half of the time 
was spent at the university at Washing- 
ton square and the other half in field 
visits, instructional work, and confer- 
ences at Ebasco offices. Subjects of the 
“course” included effective speaking, 
effective relations (practical psychol- 
ogy), conference leadership and safety 
training, utility safety programs, motor 
vehicle safety, visual aids, fire prevention 
and protection, field visits, and an asso- 
ciation panel. 

Field trips included visits to the train- 
ing school of the New York Telephone 
Company at Long Island City ; to plants 


and offices of Consolidated Edison 
Company of New York; and to Walter 
Kidde Company at Belleville, New Jer- 
sey, for demonstration of first-aid fire 
extinguishing equipment. The association 
panel, a unique feature of the seminar, 
was held at headquarters of the Ameri- 
can Gas Association, 420 Lexington 
avenue. 

Representatives of many associations 
outlined the work their groups were do- 
ing in the field of accident prevention. 
Participating were the American Gas 
Association, Edison Electric Institute, 
American Transit Association, American 
Institute of Electrical Engineers, Ameri- 
can Society of Safety Engineers, and the 
National Safety Council. 

The courses at the university were 
under the auspices of the Department of 
General Education, and the entire semi- 
nar was directed by the Ebasco safety 
consultant. 

Attending the recent seminar were 
representatives from nine companies, 
primarly Ebasco clients. 





Notes on Recent Publications 


Federal Power Commission Laws, etc. Elmer 
A Lewis, superintendent of the document 
room of the House of Representatives, has 
brought up to date this valuable compendium 
of laws relating to the Federal Power Com- 
mission and Federal hydroelectic power de- 
velopment. The document is 168 pages in 
length. The first 50 pages are devoted to all 
laws and amendments relating to the Federal 
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Power Act, approved August 26, 1935. It 
starts with the act of the 66th Congress, ap- 
proved June 10, 1920, creating the Federal 
Power Commission, 

The remainder of the publication deals 
with Federal power development laws. This 
section starts with the act creating the 
Boulder dam, approved December 21, 1928. 
It ends with the law of the 80th Congress, 
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approved June 26, 1948, authorizing an emer- 
gency fund-for the Bureau of Reclamation 
to assure continuous operation of irrigation 
and power systems. The publication may-be 
obtained from the Superintendent of Docu- 
ments, Washington, D. C. Price 15 cents. 


AGA Lists Publications. It takes 19 pages of 
printed matter to list the important publica- 
tions of the American Gas Association. The 
publication is entitled “Publications List, 
January, 1949.” Listed are articles, reports, 
pamphlets, and books of current interest to 
the gas industry, whether they be published 
originally in this decade or last. Twenty-three 
major subjects represent the scope of the 
eg ranging from ‘ ‘accident preven- 
tion” to “testing laboratories.” The price of 
each oe is given. Write American Gas 
Association, 420 Lexington avenue, New 
York 17, New York. 


Central Valley Project. Forty dams and reser- 
voirs, 28 hydroelectric plants, and 11 main 
canals give a figure-word sketch of the ulti- 
mate reclamation undertaking known as Cali- 
fornia’s Central Valley Project. A capable 
feature writer by the name of Robert de 
Roos from California has written a popular 
book about the project. It is called The 
Thirsty Land. 

As the author says in his preface, the book 
is not original research. It is a compilation 
of the history and side lights, issues and poli- 
cies involved in this important project. Mr. 
Roos says that he has tried to be objective, 
but he admits that bias has crept in from 
time to time. He supports the ideas and poli- 
cies of the U. S. Bureau of Reclamation; 
but is opposed to the Army Corps of Engi- 
neers building irrigation and power dams 
and reservoirs; thinks the Army is on the 
side of the “interests.” He wishes that in 
this case the Army “would go away and 
shoot their guns.” 

No objection is raised by the writer to 
state management and operation of the proj- 
ect if some way could be suggested to effect 
the changeover from Federal to state. How- 

" he sees no “sensible plan for the 


at Mr. Roos says about the Pacific 
Gas and Electric Company must be presented 
here in direct quotes: “And certainly I am 
against the efforts of the Pacific Gas and 
Electric Company to get control of the elec- 
trical energy generated by the project’s pow- 
er plants. Water is a vital resource in Cali- 
fornia and from that water comes an almost 
inexhaustible supply of power. This power 
belongs to the people of California and of the 
United States. It should never be controlled 
by a privately owned utility, not even a utility 
regulated by a rate-making body.’ 
There are two chapters called “Power 
Politics,” and “Power Politics Compounded,” 
which will be of interest to any utility man 
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although at times he might find himself 
spitting silver, gold, or enamel produced by 
gnashing of teeth. They present the blow- 
by-blow account of the fight between PG- 
&E and the Bureau of Reclamation. THE 
Tuirsty Lanp, by Robert de Roos. Stan- 
ford University Press, Stanford University, 
California. 265 pages. Price $4. 


Ethical Contracting. Business ethics with re- 
spect to contracting for construction work 
come to us in the form of a well-written 83- 
page book called Contracting As a Profes- 
sion. It was written by Frederic W. Lord, 
president and chairman, Lord Electric Co., 
Inc., New York city; published by Richard 
R. Smith, New York, 1949. The author calls 
his method of contracting the “professional 
plan.” The basic ideas behind the plan are: 
(1) experience, (2) efficiency, and (3) in- 
tegrity. Thus, Mr. Lord holds that in com- 
petitive bidding the purchaser should “not 
blindly select the lower bidder but rather 
select the lowest and reputable bidder.” In 
the case of cost-plus contracts, he asserts 
that the contractor chosen should be judged 
by his reputation, skill, efficiency, high credit 
standing, experience, and integrity. The 
book contains a suggested bill prepared for 
introduction to Congress. The author de- 
scribes his “professional plan” as follows: 

1. Selection of an honest and efficient 
contractor with whom to negotiate. Ques- 
tionnaires designed to elicit facts regard- 
ing the history, financial responsibility, and 
general standing of those under considera- 
tion may be helpfully used as a guide to 
the selection of the best qualified contrac- 


or. 

2. The selected contractor will submit an 
outside lump sum detailed estimate, in- 
eluding all elements of cost, ta be checked 
and approved by the architect, consulting 
engineer, and general contractor. If the 
cost of the work covered by the estimate 
exceeds the estimate, the excess is borne 
by the contractor. 

A reasonable profit, in terms of a 
percentage of cost, will be mutually BE 
upon, the same rate to apply to all changes 
and extras. 

4. Audit of contractor’s books, before 
final payment, by a CPA or the owner’s 
auditor. 

5. One hundred per cent credit to the 
owner on all savings made under the out- 
side price. 

Morality in business contracts is the 
author’s main theme. The suggested legisla- 
tion, in the form of a proposed ‘ey for con- 
gressional action, was drafted by Lloyd K. 
Garrison, one-time dean of the University of 
Wisconsin Law School, former chairman of 
the War Labor Board, and now a lawyer in 
New York city. 


Pennsylvania Railroad’s Centennial. M. W. 
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Clement, president of the Pennsylvania Rail- 
road, asserts that the company’s former 
policy of putting a dollar back into property 
for every dollar paid to stockholders in divi- 
dends contributed more than any other factor 
to the company’s ability to pay its stockhold- 
ers a return on its investment in every year 
of its history. Now, this policy is impossible 
to continue he said with regret in a foreword 
to the company’s recently published Centen- 
nial History. However, he hopes for an un- 
derstanding change in regulatory attitude 
which would allow the company and other 
railroads to return to their traditional policy 
retaining an appreciable portion of earnings 
in the business. The centennial book is a 
volume of 705 pages of text, with numerous 
illustrations and maps and 99 pages of ap- 
pendices devoted to statistical records and 
tabulations. The book is divided into ten 
parts. The first, “Background and Begin- 
nings,” covers the formative and early con- 
struction period, including the administra- 
tions of the first two presidents, and carrying 
the story down to 1852. The book closes with 
the end of World War II. Copies of the his- 
tory will be available to the general public at 
$3.50 each, at Union News Company stands 
in the principal stations on the railroad and 
at Doubleday, Doran bookstores. 


Trends in State Taxes. The Tax Foundation, 
30 Rockefeller Plaza, New York city, main- 
tains complete records on all important fac- 
tors relating to taxation. Since, in 1949, there 
is a definite tendency for state and local gov- 
ernments to tap new sources for revenue and 
to increase current taxes, many utility treas- 
urers and tax experts may wish to obtain 
more information on state taxes. The foun- 
dation has published what it calls Project 
Note No. 20, “Recent Trends in Major State 
Taxes,” 1941-47. The 99-page booklet pre- 
sents much valuable background material and 
statistics for practically all types of state 
taxes, much of it classified by states. 


Promotion of Planned Lighting. Edison Elec- 
tric Institute has launched another of its 
effective and intensive promotional cam- 
paigns to increase revenues of electric light 
and power companies. It is aimed at five 
major markets — homes, stores, offices, 
schools, and industries, 

The current campaign is part of the gen- 
eral planned lighting program sponsored by 
EEI, with educational materials prepared by 
Better Light Better Sight Bureau. The insti- 
tute has sent to commercial vice presidents 
and sales managers of power companies a 
folder containing samples of new promo- 
tional aids. Included are three mailing pieces 
aimed directly at food stores, which account 
for the largest portion of the commercial 
lighting market. This is the first time in the 
general program that efforts have been 
slanted at a specific store field. 
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The new material also includes a folder 
selling the need for early consideration of 
lighting when building a home. In addition 
there are: (1) Two pieces produced by the 
Better Light Better Sight Bureau with an 
educational approach; (2) a booklet present- 
ing home-lighting modernization ideas for 
the low- and medium-income family; and 
(3) a folder stressing the importance of 
proper light for children doing homework. 

Accompanying the actual samples of pro- 
motional aids are instructions as to how to 
use them and tie them into the program. 


A State Commission's Work. For persons not 


familiar with the many and varied duties 
of state regulatory commissions the fifty- 
ninth annual report (1948) of the public 
utilities commission of South Dakota is en- 
lightening. This 271-page report gives full 
details on the commission’s activities. A 
glance at the index in the back shows that 
the majority of cases considered involved 
railroads, motor carriers, and telephone 
companies. Grain elevators, warehouses, and 
mills also come under the jurisdiction of the 
commission and their regulation represents 
an important portion of the comrhission’s 
work, For example, 845 licenses were issued 
to elevators, warehouses, and mills, of which 
566 were bonded warehouses, the bonds of 
which were filed with and approved by the 
commission, and to which separate storage 
certificates were issued, On all controversies, 
129 formal hearings were held at different 
points in the state during 1948. A great many 
complaints were received, handled, and dis- 
posed of, although not formally docketed. 
Also, the commission has participated in 
hearings before the Interstate Commerce 
Commission and has taken part in confer- 
ences with the ICC and commissions of other 
states and agencies. : 

All telephone and railroad companies are 
required to render annual reports to the 
commission, in which are shown complete 
operating results, the amount of plant 
equipment, and the financial standing. The 
records show that there are 704 telephone 
companies operating. These reports are 
checked by the engineer and accountant and, 
where found to be inaccurate, corrections 
are required, Help is frequently extended to 
the smaller companies in making and cor- 
recting the annual reports. 

The reports of the railroad companies, of 
which there are nine in the state, give com- 
plete information of their operating results. 
The commission has a detailed valuation of 
all railroad property within the state, includ- 
ing right of way, profile, and station maps. 

Many complaints and inquiries in con- 
nection with telephone and railroad matters 
which come before the commission are ad- 
justed informally. Sometimes this is accom- 
plished by correspondence and at other times 
through an informal investigation of the 
matter in controversy. 





The March of 


Events 


In General 


EEI Head Reports on New 
Capacity 

N EW production facilities installed by 
electric companies will total 995,- 

368 kilowatts of generating capacity for 

the first three months of 1949, it was an- 

nounced last month by Ernest R. Acker, 

president of the Edison Electric Insti- 

tute. 

Additions in January of this year by 
the companies totaled 292,620 kilowatts ; 
in February, 281,736 kilowatts. March 
installations are due to total 421,012 kilo- 
watts. 

Large generating units added by the 
business-managed electric companies in 
January included a 100,000-kilowatt in- 
stallation by Pacific Gas and Electric 
Company in California; a 60,000-kilo- 
watt addition in Michigan by Consumers 
Power Company; 40,000 kilowatts in 
New York by Rochester Gas & Electric 
Corporation; and 22,000 kilowatts in 
New York by Rockland Light & Power 
Company. 

Two 60,000-kilowatt installations were 
completed in February, one by Ohio Pub- 
lic Service Company, the other by Phila- 
delphia Company. Monongahela Power 
Company, in West Virginia, installed 
50,000 kilowatts during the month. 

Scheduled for March were installa- 
tions of 60,000 kilowatts by each of three 
companies: Alabama Power Company, 
Dayton Power & Light Company, and 
Consolidated Edison Company of New 
York. Indianapolis Power & Light Com- 
pany added 40,000 kilowatts in Indiana. 

As 1949 moves into its later months, 
installation of new capacity will acceler- 
ate, the greatest activity occurring during 
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the last portion of the year in anticipation 
of the customary December peak period. 


Synthetic Fuels Expansion 
Called Vital 


jo eracer en security and the country’s 
standard of living depend on an 
all-out program of resource development, 
especially in the fields of synthetic fuels 
and water power, Julius A. Krug, Secre- 
tary of the Interior, declared recently. 

Urging rapid development of synthetic 
liquid fuels from coal, and of extraction 
of fuels from oil-bearing shale, the Sec- 
retary said the United States would face 
a “transportation collapse” should our 
foreign supply of oil be shut off. He 
recommended the development be con- 
ducted by private industry with “gov- 
ernment encouragement.” 

As for water power, Mr. Krug advo- 
cated a 20-year development program 
costing up to $15 billion, including the 
St. Lawrence power and seaway project. 

The Secretary’s plea for resource dis- 
covery and expansion, coupled with most 
rigid conservation of all existing natural 
resources, Came in an annual report to 
the President, 

“Unless future generations are to face 
a declining standard of living, we must 
rely more heavily on our inexhaustible 
supplies, stop the waste of irreplaceable 
materials, and find and develop addi- 
tional resources as fast as possible,” Mr. 
Krug told President Truman. 

While the report laid special stress on 
petroleum and water development, it also 
recommended restrictions on the use of 
such scarce basic minerals as copper, 
lead, and zinc “to protect the nation’s 
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economy from the effects of critical 
shortages.” 

Petroleum, however, was the most 
critical energy source problem because 
“it powers the nation’s transport system 
and is the key to national defense to a 
far greater extent than in any other na- 
tion,” said the Secretary. He noted that 
the country was using its scarest fuel, 
oil, “more liberally” than the more plenti- 
ful fuels, coal and water. 

Mr. Krug said the United States could 
not count on development of atomic or 
solar energy in the foreseeable future to 
provide the vast power needed to keep 
the country’s transport rolling, and added 
it was “dangerous” to depend on foreign 
sources of oil, “particularly halfway 
around the world.” He recommended that 
oil-producing states adopt conservation 
practices, and that oil reserves in sub- 
merged lands off the continental main- 
land be explored. 

The Secretary’s 20-year water devel- 
opment program set a goal of at least 
40,000,000 kilowatts of hydroelectric 
power. He said the Federal government 
should build facilities to produce 30,000,- 
000 of this total at a cost running from 
$12 billion to $15 billion. 

He estimated the combined cost of the 
St. Lawrence seaway and power devel- 
opment at $966,678,000, of which the 
United States’ share would be $605,203,- 
000 and Canada’s $361,475,000. The 
projected output is 6,500,000 kilowatt 
hours. 

The St. Lawrence project, Mr. Krug 
said, was needed not only for power, 
but also “to bring the newly important 


> 


iron ore from Labrador and South 
America to American stee] plants.” 


Governors’ Conference 


A= on the belief that no single 
New England state can stand 
alone economically, the six governors of 
that region voted unanimously last month 
at a“meeting in Boston to request Con- 
gress and their own legislatures to au- 
thorize creation by a 10-year compact, 
of a New England Development Au- 
thority to chart the growth of power and 
other resources, as well as industrial ex- 
pansion of the area. 

Chairman John O. Pastore announced 
the sweeping plan, which is fundamen- 
tally an outgrowth of agitation for de- 
velopment of hydroelectric power within 
New England. But it was reported to go 
much further than that. 

Under terms of the vote at a session 
of the New England Governors’ Con- 
ference, each governor pledged himself 
to urge upon his legislature the necessary 
law to create a 6-member authority to 
fight not only for New England inter- 
ests, but for uniformity of action among 
the states. 

The conference also unanimously 
adopted a resolution directing each of the 
public utility regulatory agencies within 
the six states to join in a permanent as- 
sociation of public utility agencies, 

Governor Pastore said the agency 
would codperate with the Federal Com- 
munications Commission and other Fed- 
eral regulatory agencies on common 
problems. 


California 


Commission Budget Cut 


HE assembly ways and means com- 
mittee last month cut $33,656 from 
the state public utilities commission 
budget despite a warning from PUC 
President R. E. Mittelstaedt that the 
commission’s gas and telephone rate in- 
vestigations may be affected seriously. 
Mittelstaedt warned, too, that the 


budget reduction will mean the commis- 
sion will be required to abandon its long- 
range power survey program. 

The budget cut involves the jobs of 
three presently employed engineers and 
one stenographer-clerk, and three addi- 
tional engineers the commission desires. 

The reduction, recommended by Leg- 
islative Auditor Rolland A. Vandegrift, 
was approved by a subcommittee and the 
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full ways and means committee upheld 
the subcommittee’s action. 
Mittelstaedt told the committee the 


commission is working under severe con- 
ditions imposed by the greatest combined 
work load in its history. 


Connecticut 


Raise in Bus Fares Granted 


HE state public utilities commission 

last month granted the Connecticut 
Company and the Connecticut Railway 
& Lighting Company permission to raise 
fares to 10 cents. The commission au- 
thorized both companies to drop the three 
tokens for 25 cents fare and collect a 


— 10-cent cash fare starting April 
st. 

Both companies could raise all other 
cash and ticket fares, except school- 
children’s tickets, 20 per cent on April 
Ist. They were given the remainder of 
this year in which to redeem their out- 
standing tokens. 


Delaware 


Commission Bill Introduced 


NEw bill to create a 3-member state 
public service commission was in- 
troduced in the house on March 21st. 
The bill, introduced by Representative 
Francis E. Holliday, Republican of Dela- 
ware City, would authorize the governor 
to appoint three persons, one from each 
county, to serve as commissioners at an- 
nual salaries of $4,500 each. The terms 
would be six years, except that the first 
appointees would be named for two, 
four, and six years. 

The commission would be empowered 
to appoint a secretary. The attorney gen- 
eral would be its adviser and it would 
have office space in the state house. It 


would supervise and regulate all public 
utilities, including those providing gas, 
electricity, steam, water, transportation, 
etc. 

This would include ferry boats, taxi- 
cabs, trackless trolleys, and gasoline 
busses. The commission would have the 
power to investigate and to fix just and 
reasonable rates after a hearing. Appeals 
from its rulings would be made to the 
superior court. 

When it assumed power, on Septem- 
ber 1, 1949, the work of the Wilmington 
Board of Public Utility Commissioners 
would be transferred to it. 

An appropriation of $50,000 would be 
made for the next fiscal year to enable 
the commission to operate. 


District of Columbia 


Denied Right to Sell Debentures 


HE District of Columbia Public 

Utilities Commission last month 
denied Potomac Electric Power Com- 
pany permission to sell $37,000,000 3} 
debentures to three insurance companies. 
The commission said the record made “in 
this case does not convince this commis- 
sion that it would be in the public inter- 
est to permit the substitution of 3} per 
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cent debentures for 2 per cent and 2} 
per cent bank loan notes at this time; or 
to permit redemption of 3.60 per cent 
= stock at a premium of $731,- 

Potomac Electric had planned to use 
the funds raised from the private sale of 
the debentures to prepay $17,000,000 of 
outstanding bank loan notes, redeem 
225,000 shares of preferred stock, and to 
finance construction, 
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Louisiana 


Power over Butane Denied 


Bb state public service commission 
is without power to regulate the 
state’s $16,000,000 butane gas industry 
unless specifically authorized by the state 
legislature, it was contended in a brief 
forwarded recently by the attorney gen- 
eral’s office to the East Baton Rouge 
parish district court. 

Answering a suit by the three public 
service commission members, which 
seeks to have the law creating the lique- 
fied petroleum gas commission declared 


unconstitutional, and the butane industry 
placed under their body for regulation, 
the brief further asserted that the plain- 
tiffs have no direct interest such as would 
give them the right to challenge the con- 
stitutionality of the present butane 
regulatory body. 
The brief, signed by Attorney General 

Bolivar E. Kemp and his first assistant, 
Carroll Buck, was in support of a bill of 
exceptions which the attorney general’s 
office filed against the public service com- 
mission members’ suit sometime ago. 


Massachusetts 


Gas Study Favored 


oe of a recess commis- 
sion to study the advisability of 
piping natural gas into Massachusetts 
was favored recently by representatives 
of two public utilities at a hearing before 
the committee on power and light. 

Thomas M, Joyce, general counsel for 
the Massachusetts Electric and Gas As- 
sociation, told the committee his organi- 
zation “feels that here is something 
tangible. As private enterprise, we are 
in favor of it,” he asserted. 

Also in favor of the proposal, which 
was unopposed, was Vincent Farns- 
worth, Jr., who represented the Boston 
Consolidated Gas Company, 

Public utility representatives said a 
reduction in rates would be possible 
with natural gas. 

However, a proposal filed by Senator 


George W. Stanton, Democrat of Fitch- 
burg, for a recess commission study of 
the desirability of Massachusetts enter- 
ing into an interstate compact with the 
United States and other New England 
states for the development of hydroelec- 
tric power was vigorously opposed by 
Mr. Joyce. (See, also, page 516.) 

Challenging the need for the study by 
a recess commission, he pointed out that 
as recently as 1947 such a commission 
made a study of the question. It reported 
that there was little if any chance of de- 
veloping hydroelectric power in Massa- 
chusetts in an economic manner, 

Declaring that utilities could be called 
proponents of the development of hydro- 
electric power wherever it is feasible, he 
said that in order to develop a substan- 
tial quantity of hydroelectricity it would 
be necessary to flood “acres and acres” 
of land. 


New Mexico 


Fair Employment Act Signed 


A employment practices act, de- 
signed to curb racial and religious 
discrimination in employment, was signed 
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last month into state law by Governor 
Thomas J. Mabry who expressed doubt, 
however, as to its value. 

“It is to be noted that the bill carries 
no appropriation,” he pointed out. 
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“Therefore, no satisfactory machinery 
for enforcement, but it can be considered 
at least a gesture in the direction of racial 
and religious tolerance and codperation. 

“T have never favored too much get- 
ting this kind of codperation and toler- 


ance through mandate of law. I rather 
think that education, precept, and ex- 
ample achieve more in that way. ... This 
measure was passed by both houses of 
the legislature and after ample oppor- 
tunity for discussion and consideration.” 


New York 


Gas Rate Increase Approved 


se state public service commission 
recently announced approval of 
new interim rates for the Long Island 
Lighting system, providing an annual 
reduction of $1,200,000 for electricity 
and an increase of approximately $770,- 
000 for gas. 

The rates were allowed to become ef- 
fective on April 1st and continue to De- 
cember 31st. The companies affected are 
the Long Island Lighting Company, the 
Queensborough Gas & Electric Com- 
pany, and the Nassau & Suffolk Light- 


ing Company, serving part of Queens 
and most of Nassau and Suffolk counties. 
Commissioner George A. Arkwright 


_dissented, arguing that the companies 


“are making a greater return on elec- 
tricity than is warranted, and yet on their 
own initiative are making no voluntary 
efforts to have this commission reduce 
these rates.” 

The commission, in an earlier deci- 
sion, refused to rescind the order by 
which on January 10th it raised the Con- 
solidated Edison Company’s gas rates 
$11,000,000 a year. 


Oregon 


alties of $500 fine or a year’s imprison- 
ment for employers, labor unions, or 


FEPC Bill Approved 


A= employment practices bill, de- 
signed to curb racial and religious 
discrimination in employment, was ap- 
proved last month by both branches of 
the state legislature and was expected to 
be signed by Governor Douglas McKay. 

The bill provides for maximum pen- 


employment agencies discriminating 
against a person because of race or 
religion. 

Exempted from terms of the bill are 
employers of fewer than five persons, 
social, fraternal, charitable, educational, 
and religious organizations. 


Rhode Island 


Utility Bill Introduced 


| Beep me’ to enable municipalities 
in the state to acquire, construct, or 
lease electric power plants again was in- 
troduced in the state house of repre- 
sentatives recently by Representative 
Alphonse G. LeBlanc, Democrat of 
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Woonsocket. It went to the corporations 
committee. 

Municipalities would have to have the 
approval of their voters, in referendum, 
to operate the public utilities. The bill 
also provides that “when need for such 
a plant is clearly shown by reason of 
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high or discriminatory rates for electric 
service,” it would be the duty of a city 
or town administration to initiate action 
for acquisition of the electricity plant.” 

A three-fifths vote of a municipal 
council or a petition signed by two-fifths 
of a community’s electors would serve 
as acall for an election. 


Intermediate Review Eliminated 


BILL has been signed into state law 
by Governor John O. Pastore un- 
der which appeals from decisions of the 
state public utility administrator will be 
taken directly to the state supreme court, 


eliminating intermediate review by the 
3-member public utility hearing board. 

An appeal from the administrator’s 
order in a rate case, under the new law, 
will not automatically result in a stay of 
rates handed down by him. However, 
the supreme court at its discretion could 
stay effectiveness of the order until it 
had completed its hearings on appeal. 

Hearing on the appeal before the su- 
preme court will not be de novo as has 
been the case before the hearing board. 
A transcript of testimony before the ad- 
ministrator will be admissible as testi- 
mony before the court. 


Washington 


Three-way Fight Begun 


3-way struggle for Puget Sound 

Power & Light Company plants 
valued at upwards of $10,000,000 
reached the courts recently when two 
public utility districts filed surprise con- 
demnation actions at Tacoma in the 
Pierce County Superior Court. 

In the suits, the Thurston County 
PUD seeks to condemn the company’s 
23,000-kilowatt Electron plant and Kit- 
sap County PUD moves to take over the 
62,000-kilowatt White river plant. 

PUD attorneys were reported to have 
worked all night preparing the com- 
plaints, to forestall condemnation. plans 
announced on March 2lst by city of 
Tacoma officials. The filing took Seattle 
city officials equally by surprise. The 
Seattle city council had recently under- 
taken negotiations with the company for 
the White river plant, but did not at- 
tempt condemnation procedure, 

The city of Seattle can buy the White 
river and Snoquolmie Falls plants of the 
Puget Sound Power & Light Company 
if it is willing to pay “very substantial” 
severance damages, Frank McLaughlin, 
president, told the city council last 
month. 

McLaughlin’s letter was in response 
to one from Councilman David Levine, 
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council president, asking the company 
for a definite “yes” or “no” answer. 

The city of Tacoma also’ was a pro- 
spective purchaser of the White river 
plant and also seeks the company’s small- 
er Electron plant on the Puyallup river. 

While McLaughlin’s letter did not re- 
fer to the Tacoma purchase plan, which 
developed only recently, claims for sev- 
erance damages, to compensate the com- 
pany for losses suffered in operating 
other parts of its system, undoubtedly 
will be asserted under any plan involv- 
ing a part of the company’s generating 
system, officials believed. 

McLaughlin frequently has stated that 
the company’s generating system should 
be operated as a whole, regardless of its 
ownership. His letter to Levine em- 
phasized this view. 

McLaughlin’s stand was said to indi- 
cate that the public utility districts, which 
for several years have been undertaking 
to buy the Puget properties, continue to 
have the inside track. The PUD’s plan 
to purchase the system as a whole, thus 
avoiding the issue of severance damages. 

The PUD’s have had their troubles in 
perfecting their purchase proposal, The 
state supreme court invalidated a plan 
presented two years ago. The recent 
state legislature undertook to meet this 
legal difficulty. But the PUD’s still are 
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unable to peat a united front, the 
Whatcom County District objecting to 
the valuation placed upon properties in 
that county. 

If the PUD’s buy the system as a 
whole, they expect to sell the distribution 
properties in the Seattle competitive area 
to the city of Seattle, but they hope to 
keep all generating properties. 













Governor Signs Power Measure 







: OVERNOR Arthur B. Langlie signed 
ad- the controversial 3-way power bill 
sti- into law last month. The measure pro- 





vides: 








Commission Appointment 
Confirmed 














oa HE state senate last month con- 
il- firmed Governor Rennebohm’s ap- 
r. pointment of his pardon counsel, 
. Timothy Brown, Madison, to the state 
ch public service commission. Rennebohm 
v- drew criticism from a Democratic spokes- 
n- man for his announcement that Brown 
ig was only a temporary choice for the post 
ly formerly held by Lynn Ashley, commis- 
Fu sion chairman. 
g Before the vote of confirmation, 23 to 
5, Bubolz, Republican of Appleton, 
it praised Brown as “a man of highest in- 
d tegrity, honesty, and ability.” Nelson, 
S Democrat of Madison, said he was re- 





luctant to oppose Brown because he rec- 
ognized his ability, but aimed criticism 
at the governor. 

“I do not believe this sort of stop-gap 
government should be continued,” Nel- 
son said. “The situation in the commis- 
sion has been ‘a scandal to the jaybirds,’ 
and the governor has had four years to 
find it out. Brown told the committee 
hearing on his appointment that he knew 
no more about commission affairs than 
the average man, yet the governor would 
have us believe Brown can make a thor- 
ough study of the commission.” 

Nelson and Tehan, Democrats, of 

















THE MARCH OF EVENTS 
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1, For creation of a state power com- 
mission vested with authority to put the 
state in the power business on the whole- 
sale level. It can acquire and operate 
production and transmission facilities. 

2. That two or more public utility dis- 
tricts may go together to negotiate for 
the purchase of private power company 
facilities which extend beyond the 
borders of a single PUD. Condemnation 
would not be permitted in this instance. 

3. That PUD’s make payments to 
school districts in lieu of taxes in areas 
where they take over private power 
companies. 






Milwaukee, were joined by three Re- 
publicans in voting against confirmation. 

Meanwhile the state assembly decided 
to reconsider a bill which proposed 
changes in the state public service com- 
mission after hearing the outline of a 
new plan to place a single director in 
charge of the department. Schilling, 
Republican of Onalaska, offered the new 
plan and led a floor fight that won re- 
consideration over the opposition of 
Republican floor leaders. 


Gas Rate Increase Predicted 


N average gas bill increase of about 

31 cents was predicted recently by 

the Milwaukee Gas Light Company for 

its 190,500 residential customers in Mil- 

waukee, Waukesha, Ozaukee, and Wash- 

ington counties. The company last 

month was granted a rate increase of 

about 8 per cent by the state public serv- 
ice Commission. 

P, J. Imse, secretary and treasurer of 
the company, said that the average 
monthly gas bill for residential custom- 
ers (who use the gas for cooking but not 
for heating purposes) varied under the 
old rate from $2.93 in Milwaukee to 
$4.39 in outlying areas of company serv- 
ice. 

The bills now will range from about 
$3.24 to $4.70, he said. 
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Progress of Regulation 


Commission Limits Payments under License 
Contract with Parent Company 


’ | ‘HE California commission has de- 
cided that it not only has power to 
disallow unreasonable payments to a re- 
lated company as an operating expense, 
but it also has power to prohibit an op- 
erating company from paying excessive 
amounts under a contract with a parent 
company. The commission decided: ~ 

1, That it is contrary to the public in- 
terest, the interests of the Pacific Tele- 
phone & Telegraph Company, and its 
minority stockholders, and constitutes a 
continuing prejudicial threat to the in- 
terest of ratepayers, for the company, 
directly or indirectly, or under any color 
or guise, or by any device whatsoever, to 
continue to make percentage of gross 
revenues payments to the American Tele- 
phone and Telegraph Company, pur- 
suant to the provisions of a license 
contract. 

2. That it is in the public interest to 
order and direct the operating company 
to discontinue such payments. 

3. That it is in the public interest for 
the commission to direct the utility com- 
pany to comply with rules regulating 
such payments. 

The commission laid down the rule 
that the telephone company must pay for 
services rendered by its parent no more 
than the reasonable cost of such services 
or their reasonable value, whichever is 
the lesser. 

The company must file reports show- 
ing all payments of this sort, together 
with an itemization of services rendered. 
At the outset the reasonable amount is 
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fixed at $2,250,000 on an annual basis in 
place of percentage allowances. This is 
subject to adjustments as facts and cir- 
cumstances may warrant. 

Authority to regulate such payments 
is based on the broad regulatory power 
granted to the commission over the fix- 
ing of rates, issuance of securities, gen- 
eral regulation and supervision, and 
power to regulate accounting. 

The commission said that it was pre- 
scribing a statute, so to speak, “in the 
commission’s legislative capacity,” not 
unlike a statute or rule prescribing an 
accounting requirement or regulation in 
aid of regulatory jurisdiction. Reference 
was made to the fact that accounting re- 
quirements have been upheld although 
they have required the elimination from 
property accounts of hundreds of mil- 
lions of dollars worth of claimed assets. 
No confiscation, said the commission, re- 
sults from such regulation. 

Since the parent company owns more 
than 87 per cent of the capital stock of 


. the operating company, the commission 


also declared, any excessive payment un- 
der the license contract diminishes to that 
extent income that might be devoted to 
dividends, to the detriment of minority 
stockholders. It was said to be the duty 
of the commission to protect minority 
stockholders. 

A contention that this regulation in- 
vaded the domain of management was re- 
jected. All regulation to some degree, 
said the commission, invades the domain 
of management. 
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The commission saw no conflict with 
Federal power, since application of the 
proposed regulatory rule would involve 
as to rate regulation and accounting 
practices only intrastate operations, As 
to regulation of security ‘issues of the 
subsidiary, the commission said that its 
authority was not questioned because the 
Federal power had not occupied this field. 


e 


All contracts, no matter how lawful or 
valid, and property rights, no matter how 
long vested, the California Public Utili- 
ties commission continued, are subject 
to impairment and even destruction by 
the lawful exertion of the police power 
of the state. Re Pacific Teleph. & Teleg. 
Co. (Decision No. 42529, Application 
No. 28211). 


Commission Exercises Power to Grant Interim 
Telephone Rate Increase 


BJECTIONS to commission authority 

to grant an interim rate increase 
were Overruled by the California com- 
mission with the statement that it is an 
elementary rule of law that the power 
to grant a particular relief carries with 
it all the incidental, necessary, and rea- 
sonable authority to grant that which is 
less. The commission permitted the Pa- 
cific Telephone & Telegraph Company to 
raise various rates in view of important 
changes in operating expenses since the 
issuance of its decision in Re Pacific 
Teleph. & Teleg. Co. (1948) 75 PUR 
NS 379. There the commission approved 
a 5.6 per cent rate of return. 

The state supreme court in Saunby v. 
California R. Commission (1923) 191 
Cal 226, PUR1924B 22, ruled that the 
commission might issue an interim or 
emergency rate reduction order based 
upon a summary showing. The commis- 
sion said that if ** might thus summarily 


reduce rates, it logically follows that it. 


may, in an emergency, grant interim rate 
relief to a public utility. 

Western Electric Company, said the 
commission, is not at all comparable to 
an independent manufacturing concern 


in its relation to an operating telephone 
company because they are under com- 
mon ownership. The parent company, it 
was ruled, may not through the cor- 
porate device of the manufacturing com- 
pany realize a profit from transactions 
between its subsidiaries. Such a profit 
may not be capitalized by the operating 
company or charged by it to operating 
expense, thus subjecting ratepayers to 
the burden of paying a profit upon a 
profit. Neither price comparisons nor 
comparisons of profits of manufacturing 
corporations, in the opinion of the com- 
mission, may be used in judging the 
reasonableness of the Western Electric 
Company’s prices. 

A payment to the parent, American 
Telephone and Telegraph Company, for 
services under a license agreement was 
reduced to an amount found by the com- 
mission to be reasonable; and the com- 
mission went further and attached to its 
rate increase order a condition that the 
company limit payments to its parent as 
— in the commission’s separate 

ecision No. 42529. Re Pacific Teleph. 
& Teleg. Co. (Decision No. 42530, Af- 
plication No. 29854). 


ze 


Composite Depreciation Rate Fixed for 
Gas Company 


A=. rate of 2.1 per cent an- 
nually was approved by the public 
utilities commission of the District of 
Columbia for the Washington Gas Light 
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Company. This rate was arrived at after 
an extensive study of the company’s his- 
tory and past depreciation practices. 
The commission pointed out that it 
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has consistently used the straight-line 
method in all of its recent cases where 
the question of depreciation was a fac- 
tor. It has also utilized a depreciated 
original cost rate base. This treatment, 
the commission believes, affords equity 
to both investors and customers of the 
company. 

The reserve requirement indicated by 
a depreciation study had been arrived at 
by aggregating a multitude of calcula- 
tions based upon estimated service lives 
ranging from a very few years to more 
than 100 years, and recorded ages of 
various items of property involved in the 
study, many of which were of necessity 
on an average basis. 

Reference to a precise figure, said the 
commission, implies a degree of cer- 
tainty which in fact does not exist. Al- 
though estimated lives were premised in 


part on past experience, inadequate rec- 
ords in the company’s early history de- 
tracted somewhat from the reliability of 
this source of information as a guide to 
future experience. In the final analysis, 
said the commission, the estimation of 
service lives of depreciable property is 
at best a guess and subject to all the 
frailties of man’s inability to foretell 
future events. 

The depreciation problem, the com- 
mission said further, is not one that can 
be disposed of permanently. If later it 
appears that an adjustment of book re- 
serve is necessary, such adjustment 
should be treated as an operating revenue 
deduction over such reasonable period of 
time as may be determined by the cir- 
cumstances then existing. Re Washing- 
ton Gas Light Co. (Order No. 3487, 
PUC No. 3197/1). 


Commission Has Jurisdiction over Suburban Service of 
Municipal Water Utility 


re claim by a municipal water util- 
ity that the commission had no 
jurisdiction to order it to serve residences 
beyond the city boundaries was dismissed 
by the Pennsylvania commission. 

The utility for some time had volun- 
tarily rendered service to areas beyond 
the corporate limits of the city. With 
rising costs the city considered and dis- 
carded a proposition to double its rates 
for water service outside the city and 
then enacted an ordinance prohibiting 
any service outside the city except to 
property abutting on an existing city 
main. When several lot owners in areas 
already being served applied for, and 
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were refused, service, they complained 
to the commission. 

In finding that it had jurisdiction to 
hear the complaint, the commission ruled 
that the action by a municipal utility of 
extending service to areas outside city 
limits brings it within the jurisdiction of 
the commission with respect to exten- 
sions and service as well as rates. Hav- 
ing elected to serve customers in this ter- 
ritory, the commission concluded, the 
utility may not thereafter unduly dis- 
criminate by serving some and refusing 
to serve others in the same class and 
similarly situated. Elder et al. v. Al- 
toona (Complaint Docket No. 14272). 


Tapping Fees for Water Service in Temporary 
Town at Dam Site Approved 


HE Montana commission allowed 
the operator of a water company to 
make effective a tapping charge appli- 
cable to persons who were not parties 
to contracts providing for the payment 
of $2 per front foot of mains by each 
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property owner. The tapping fee was 
$50 per connection. 

The contracts had been entered into 
before the company became a utility, but 
the commission upheld them as being rea- 
sonable and necessary under the unusual 
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circumstances existing. A person refus- 
ing to pay the tapping fee was not a 
party to such a contract. 

The community to be served came into 
existence only by reason of the construc- 
tion of a dam by the Bureau of Reclama- 
tion of the United States government. 


Construction would not require more. 


than about six years. There was no 
water supply available near the town site 
and various property owners and resi- 
dents entered into negotiations with an 
individual to install a water system, 

The utility operator admitted that he 
had refused service until the objecting 
party had paid the fee, on the ground 
that to serve him without the payment 
would be discriminating against those 
who had made payments under con- 
tracts. He further contended that this 
payment was necessary if the system was 
to be operated and maintained for the 
benefit of the people. 

During the hearing, however, he 
agreed to a tapping charge of $50 per 
connection where a person was not a 
party to any contract, and requested ap- 
proval of sucha charge. The filed sched- 
ule did not provide for any special rates 
for tapping, connection, or application 
for service. 

The general rules applicable to water 
utilities preclude the charging of tapping 
fees, whether fixed by contract or tariff 
regulations, unless conditions warrant an 
exception to the general rule. The com- 
mission believed that conditions did war- 
rant an exception in this case. It pointed 
out that no other reason than the con- 
struction of the dam accounted for the 
existence of the community, and upon 
completion of the dam there could be no 
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expectation for the town to exist. 

The contracts were entered into prior 
to the time when the company came un- 
der the jurisdiction of the commission as 
a utility. Notwithstanding this fact, how- 
ever, the commission held that it had 
authority to make any necessary changes 
or modifications of the contracts when 
the parties did come under its jurisdic- 
tion. It said if it interfered with the con- 
tracts, however, the company would be 
placed in a position to lose its entire in- 
vestment and the people of the area would 
stand to lose the availability of a water 
system. The commission said: 


Nearly all of the land in the town 
sites is covered by contract and Wil- 
liams states he will not require or de- 
mand further tapping fees from per- 
sons locating on these lands. The land 
owned by this plaintiff is not covered 
by any such contract. Other parties 
may. occupy land not covered by con- 
tract, As to these parties Williams 
feels that a tapping charge of $50 
per connection would be reasonable 
and just and he requested approval of 
such a rate. Payment of such a fee 
will help defray the cost of installing 
the system in order that the system 
may be retired within the life ex- 
pectancy of the town. This fee would 
be reasonable in view of the contracts 
entered into by other parties. Not- 
withstanding our general rule that 
there should be no tapping charge, we 
believe a tapping charge of $50 is justi- 
fied under the unusual conditions ex- 
isting in this case. 


Stewart v. Williams (Docket No. 3648, 
Order No. 2036). 


Cost to Affiliate without Profit Controls Rate 
Base for Power Project 


Sy Federal Power Commission, in 
ordering a reduction in rates of the 
Pennsylvania Water & Power Company, 
rejected numerous claims of prope 

cost because of its disapproval of evi- 
dence offered as to property acquired 
from affiliates, It was said to be incum- 
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bent upon the company to show with re- 
spect to property acquired from an affil- 
iate that the amount it claimed as cost 
was cost to the affiliate, not profit. 
Those who organized the enterprise 
sold bonds and issued stock. Members 
of a syndicate had received stock which, 


APR. 14, 1949 








PUBLIC UTILITIES FORTNIGHTLY 


the company contended, represented 
proper compensation for services. The 
commission, however, ruled that this con- 
tention was not supported and that the 
value of stock issued when based on 
capitalization of revenues should not be 
recognized. 

As further support for the claimed 
cash value of stock, the company relied 
upon testimony as to the market value of 
properties required for a dam. That 
valuation was based upon engineering 
factors designed to reflect power site 
value and had no relation to cost. It was, 
said the commission, the type of valua- 
tion consistently held to be of no proba- 
tive value in determining project cost. 

The commission decided that neither 
the common stock nor preferred stock 
had any cash value at the start and, in 
dealing with subsequent property acquisi- 
tions, it relied upon that finding as one of 
the reasons for saying that cost had not 
been established. Payment for property 
with this stock, found to be valueless, 
would not, in the opinion of the commis- 
sion, represent a cost element. 

Power to regulate the company’s rates 
was asserted by the commission in the 
face of an argument that the commission 
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was without authority under Part II of 
the Federal Power Act because its condi- 
tional authority under Part I was ex- 
clusive of its authority under Part II. 
In substance, the argument was that a 
Part I licensee cannot be a public utility 
under Part II and that a licensee’s inter- 
state wholesale rate may be regulated by 
the commission, if at all, only under Part 
I. The essentials of this argument, said 
the commission, were considered and re- 
jected in Re Safe Harbor Water Power 
Corp. (1946) 5 FPC 221, 235-237, 66 
PUR NS 212. 

The commission further determined 
that the company’s facilities came within 
the definition of § 201 of the Federal 
Power Act. It was said to be evident 
that the operations of a unified system 
enterprise were completely interstate in 
character, notwithstanding the fact that 
system energy transactions at some par- 
ticular time might involve energy never 
crossing the state boundary, 

After considering operating revenues 
and expenses the commission decided 
that a rate of return of 5} per cent was 
fair and reasonable. Re Pennsylvania 
Water & Power Co. (Opinion No. 173, 
Docket No, IT-5915). 


Bottled Gas Business Not a Public Utility 


oo Indiana commission held that 
an individual owning and operating 
a bottled gas distribution service is not 
a public utility subject to its jurisdiction. 
The business involves the installation of 
tanks at individual residences. The tanks 
are periodically filled with liquefied pro- 
pane. This propane is vaporized by re- 
leasing from under pressure, becoming 
a gas and passing to burner tips through 
the facilities and transmission mains of 
the owners of the premises. 

Propane, for the purpose of facility in 
transportation, storage, and handling, is 
held in a liquefied state until ready for 
use. It is sold as a liquid and is con- 
verted into gas after sale and delivery. 
When sold and delivered it is a packaged 
commodity. 

The commission observed that if it de- 
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termined, under the provisions of the 
Utility Act, that it had jurisdiction over 
the sale of this type of commodity merely 
because the ultimate use was for the gen- 
eration of heat or light, it would neces- 
sarily mean that it would also have to as- 
sume jurisdiction over the sale of oil, 
coal, wood, kerosene, gasoline, and all 
other products used or usable for the 
generation of heat or light. 

It held that the general assembly, in 
enacting the Utility Act, did not con- 
template and could not have contem- 
plated any such broad interpretation. 
The commission stated that there is a 
distinct difference between the operation 
of a public utility engaged in the sale and 
distribution of electricity, gas, or water, 
or the rendition of telephone service, and 
that of one engaged in the distribution 
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and sale of bottled gas. In holding that 
it had no jurisdiction over this type of 
business, it said: 


Necessarily, the service rendered by 
a public utility is so dedicated to the 
public that it becomes affected with the 
public interest. There is an offer 
to sell to and serve the public 
generally, the right of use of pub- 
lic property and condemnation of 
private property. Such is not the case 
in the sale of bottled gas which is a 
merchandising business. Each sale is 
an independent sale and transaction 
between the seller and the individual 
customer. The seller does not hold 


himself out nor is he expected to sell 
to the public generally but on the con- 
trary sells his commodity to selected 
customers under written contracts un- 
der various brand trade names. 

Another differentiating factor is 
that in the sale of bottled gas the seller 
is in fact selling a product which is 
a commodity and is packaged, while in 
the case of a public utility, the utility 
is selling primarily a service and sup- 
plying a commodity which is not tan- 
gible in the sense that it can be pack- 
aged and parceled. 


Re Oatman (No. 20728). 


= 
No Trial of Rate Case by Mail 


gear oes for findings of a manufac- 
turing company complaining of a 
proposed electric rate increase but fail- 
ing to appear by counsel at the rate hear- 
ing were not considered by the Maine 
commission. 

Much correspondence was received by 
the commission from the “Portland coun- 
sel” and “Boston counsel” of the com- 
pany but no counsel appeared at the 
hearing. The requests for finding were 
submitted by mail. 

The commission pointed out that it 
was under no legal obligation to pay any 
attention to the so-called “requests.” The 
commission added that it has no idea who 
“Boston counsel” may be and that, if at- 
torneys are going to represent clients, 
they must come forward and make 
themselves known. 

A representative of the company, not 
an attorney, came to the hearing and at- 


tacked the rates as unreasonable and un- 
fair and discriminatory against the com- 
pany. Of this attack the commission 
said: 

The commission was presented with 
no evidence from Goodall-Sanford, 
Inc., as to any type of alleged dis- 
crimination; there was nothing to 
show wherein Goodall Sanford, Inc., 
was paying more or less for its energy 
than any of its competitors; nothing 
was produced to give the commission 
any concrete information as to why 
and in what way the claimed dis- 
crimination was brought about. A shot- 
gun blast was fired that everything 
was wrong but not a detail was ad- 
vanced—there were no pellets in the 
shell. 


Goodall-Sanford, Inc. v. Central Maine 
Power Co. (FC No. 1287). 
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Segregation on Intrastate Busses Upheld 


HE Nofth Carolina Supreme Court 
affirmed the conviction of two white 
and two colored men of violating the 
state’s segregation laws on an intrastate 


motor carrier. The settled policy of the 
state calls for segregation of white and 
colored races on transportation systems. 


527 


The law requires that separate but equal 
accommodations be provided. 

A company regulation requires white 
passengers to occupy front seats of 
busses and colored passengers to occupy 
rear seats and that white and colored 
passengers were prohibited from sharing 
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a seat unless all other seats were occupied. 

The record indicated that the passen- 
gers knew of the rule and perhaps vio- 
ated it to test its validity, The court 
pointed out that the state statutes involved 
do not purport to deal with the enforce- 
ment of segregation but to make it man- 
datory that equal accommodations be 
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provided for both colored and white. 

The state, the court ruled, in proving 
that men of different races occupied the 
same seat in violation of the statute and 
refused to move to unoccupied seats on 
being requested to do so, had carried its 
burden of proof. State v. Johnson et al. 
51 SE2d 186. 


Other Important Rulings 


HE South Dakota commission au- 

thorized Class A motor carriers to 
make a maximum increase of 15 per cent 
over present rates, but noted that the 
profit in serving smaller communities 
along so-called peddle runs was not as 
great as between terminals, and the com- 
mission believed that the operators should 
have authority to exercise managerial 
discretion to increase rates somewhat in 


order to properly serve the shippers and 


‘at the same time make a profit, Re Wilson 


Storage & Transfer Co. et al. (F-2226). 


The Indiana commission authorized 
the city of Logansport to add a coal 
clause, based on the present-day price of 
coal of $7.18 a ton, applicable to commer- 
cial, industrial, and heating rate sched- 
ules. Re Logansport (No. 20786). 
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UNITED STATES COURT OF APPEALS, NINTH CIRCUIT 


Edward J. McBride 


Western Union Telegraph Company 


171 F2d 1 
December 1, 1948; rehearing denied January 5, 1949 


PPEAL from District Court judgment denying injunction to 
A require telegraph company to restore service; affirmed. 
For lower court decision, see (1948) 78 F Supp 446. 


Parties, § 3 — Complainant — Individual instead of attorney general — Federal 


rule. 


1. A person complaining against the refusal of a telegraph company to re- 
store service may maintain an action in a Federal district court in his own 
name, without entitling his action in the name of the United States or the 
attorney general, with the complainant being named as relator, p. 66. 


Service, § 134 — Grounds for refusing restoration — Race track news by tele- 
graph — Use for gambling purposes. 

2. A telegraph company is justified in refusing to restore interstate wire 
service to transmit race track news between cities in eastern states and 
California cities and the use of telegraph instruments, called drops, in the 
latter cities which telegraphically receive such news, where the telegraph 
company has been notified by California state officials that the service is 
being used illegally in connection with bookmaking of race track bets, which 
is illegal under California law, p. 66. 


APPEARANCES: Charles H. Carr, 
of Los Angeles, Cal., for appellant; 
Lawler, Felix & Hall, of Los Angeles, 
Cal., for appellee; Everett C. Mc- 
Keage, of San Francisco, Cal. (Rod- 
erick B. Cassidy, Hal F. Wiggins, 
Boris H. Lakusta, and J. Thomason 
Phelps, all of San Francisco, Cal., of 
counsel), for People of State of Cal- 
ifornia and Public Utilities Commis- 
sion of State of California, amici 
curiae. 


Before Denman, CJ., and Healy 
and Orr, CJJ. 


[5] 


Denman, CJ.: McBride appeals 
from a judgment of the district court 
in a case in which McBride seeks to 
“compel the restoration to him” by the 
telegraph company of the telegraph 
wire service to transmit race track 
news between cities in eastern states 
and California cities and the use of 
Morse telegraph instruments, called 
drops, in the latter cities, which tele- 
graphically receive such news. The 
complaint alleges these services had 
been theretofore supplied McBride but 
had been discontinued by the telegraph 
company, and that he cannot transmit 
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such news “over interstate Morse wire 
facilities unless defendant is compelled 
or required by order of this court to 
continue to supply plaintiff with such 
facilities.” 

The court (a) held that it had no 
jurisdiction of the person of McBride; 
and 

(b) Though so determining the 
court’s absence of jurisdiction, found 
on the evidence that the telegraph com- 
pany was justified in not renewing the 
service and held that McBride is “not 
entitled to mandatory or any order 
that said leased facilities and services 
be restored” and ordered that a tempo- 
rary restraining order be vacated and 
and that McBride’s “request for a pre- 
liminary injunction be and the same 
is hereby denied.” 

[1] We are of the opinion that the 
court erred in holding that it had no 
jurisdiction over the person of Mc- 
Bride, but should be sustained on 
the evidence adduced in its holding 
that McBride is not entitled to a man- 
datory or any order that the tele- 
graphic facilities and services restored, 
and in its order that preliminary in- 
junction be denied. 


A. Jurisdiction in personam. 

McBride claims he is entitled to 
maintain his action under 47 USC 
§ 406, 47 USCA § 406, providing: 

“The district courts of the United 
States shall have jurisdiction upon the 
relation of any person alleging any vi- 
olation, by a carrier subject to this 
chapter, of any of the provisions of 
this chapter which prevent the relator 
from receiving service in interstate 
or foreign communication by wire or 
radio, or in interstate or foreign trans- 
mission of energy by radio, from said 
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carrier at the same charges, or upon 





° %? 
terms or conditions as favorable as rene 
° ° * ° this Ci 
those given by said carrier for like pays 
communication or transmission under} “~ -.. 
ae eas consti 
similar conditions to any other person, oii 
to issue a writ or writs of mandamus} * 
. , : " mann, 
against said carrier commanding such 
: ‘ se PUR! 
carrier to furnish facilities for such 374, 1 
communication or transmission to the . 
. ae lack 
party applying for the writ. : 
ar tion w 
The district court held that the ac-B i,q 
tion, in effect for a writ of mandamus, right 
should have been brought by someone § },..<ine 
other than McBride, apparently the Rey 
attorney general, for him as “relator.” provi 
Federal Rules of Civil Procedure, “PR; 
Rule 81(b), 28 USCA has abolished § j¢ sh: 
writs of mandamus and substituted 2% in an 
motion or complaint. We think that, & in vic 
assuming that when § 406 was passed § jaws 
the “relator” should have entitled his § whict 
action as U. S. ex rel., etc., or the ment 
Attorney General ex rel., etc., Rule pany 
81(b) now has substituted the simpler B the s 
process and made unnecessary the § orto 
mere formality of pleading in the re- B  receiy 
lator form. law € 
[2] B. The telegraph company is & ice is 
justified in refusing to restore the dis- § (Itali 
continued service of race track news. Th 
The telegraph company based its re- B t10n | 
fusal to restore the service on Federal suppl 
Communication’s Tariff Regulation § Over 
219(8) infra. it ma 
McBride’s brief disavows any con- that | 
tention that this regulation is unrea-  "™°°<S 
sonable and at the hearing stated that ee 
for the purposes of this litigation it is, pm 
as claimed by the telegraph company, ll 
to be deemed valid. As his brief states 
it, “the issue is not the reasonableness Py 
of Tariff Regulation No. 219 but & ief is 
cation 


whether appellant can compel restora- 


that v 
tion of service improperly denied 


in qu 
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him.” ? (Italics supplied.) So far as 
this case concerns this regulation, we 
are not presented with the question of 
constitutional right considered in such 
a case as New State Ice Co. v. Lieb- 
mann, 285 US 262, 278, 76 L ed 747, 
PUR1932B 433, 438, 52 S Ct 371, 
374, where, the court determined the 
lack of constitutionality of “a regula- 
tion which has the effect of denying or 
unreasonably curtailing the common 
right to engage in a lawful private 
business, ” (Italics supplied.) 

Regulation 219, in paragraph (8), 
provides : 

“Facilities furnished under this tar- 
iff shall not be used for any purpose or 
in any manner directly or indirectly 
in violation of any Federal law or the 
laws of any of the states through 
which the circuits pass or the equip- 
ment is located, and the telegraph com- 
pany reserves the right to discontinue 
the service to any drop or connection 
or to all drops and connections when it 
receives notice from Federal or state 
law enforcing agencies that the serv- 
ice is being supplied contrary to law.” 
(Italics supplied. ) 

The important factor in the regula- 
tion is that it is the “service” being 
supplied by the telegraph company 
over its wires through any drop which 
it may discontinue on receiving notice 
that it is violating the law. It is not 
necessary that there be a guilty partic- 
ipating of the sender or intermediate 
transmitter of the messages to the 
drop. The guilty use of the drop in 
receiving the messages is enough to 


show an illegal use of the wires’ serv- 
ice. 

Bookmaking of race track bets is 
illegal under § 337a and § 182 of the 
California Penal Code. McBride’s 
racing news from the race tracks of 
other states was sold to a California 
corporation, Consolidated Publishing 
Co. of Los Angeles. Through the lat- 
ter’s direction, the out of state race 
track news was received through the 
drops in various places in California. 
McBride claims that the transmission 
of such news is a legitimate business 
under a California decision, People v. 
Brophy (1942) 49 Cal App2d 15, 120 
P2d 946. 

For the purposes of this appeal we 
assume that, so far as concerns Mc- 
Bride, he was engaged in a legitimate 
business in sending the race track news 
from the eastern tracks and that Con- 
solidated Publishing Company ‘in its 
participating in its transmission com- 
mitted no wrongful act. Such facts 
are not relevant to the contention here 
that the restoration of the service was 
properly denied by the telegraph com- 
pany because it was advised by Cal- 
ifornia law enforcement officers that 
the recipients of the news were book- 
makers using the receiving drops in 
making racing bets, thus causing the 
telegraph company to supply service 
violating the California law. 

The telegraph company was notified 
by the attorney general for California 
in writing that such illegitimate use of 
the drops was being made in several 
cities in California and by the sheriff 





1 Hence there is no merit to the contention 
of the telegraph company that McBride’s re- 
lief is confined to a resort to the Communi- 
cation Commission under those cases holding 
that where the claim is that the “regulation 
in question is unlawful because unreasonable 

the objection must be addressed to the 


Commission and not as original matter brought 
to the court.” Ambassador, Inc. v. United 
States (1945) 325 US 317, 324, 89 L ed 1637, 
58 PUR NS 193, 65 S Ct 1151; Baltimore & 
O. R. Co. v. United States ex rel. Pitcairn 
Coal Co. (1910) 215 US 481, 492, 494, 54 
L ed 292, 30 S Ct 164. 
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of Kern county, California, that such 
use was being made in the city of 
Bakersfield, California. McBride does 
not complain that the places of such 
illegal misuse are not sufficiently de- 
scribed, but that the statement of the 
notices of illegal use are not substan- 
tiated. We do not agree that the noti- 
fying officers are required to supply to 
the telegraph company the probative 
facts to be adduced in court in the trial 
of the cases of violation stated in the 
notices. 

McBride’s complaint contained two 
causes of action. We can see no essen- 
tial difference between them. In both 
he states that the telegraph company 
should be “required by order of the 
court to continue to supply plaintiff 
with such facilities.” (Italics sup- 
plied.) He contends, however, that 
his second cause of action requires the 
telegraph company to disregard the 


notices of the law enforcement officers 
because they concern a past wrongdo- 
ing and treat it as beginning de novo 
a litigation for the supplying of the 
telegraphic and drop services which 
the company refuses him. 

The effect of such a construction 
would make nugatory the provisions 
of § 219(8). A new illegal use would 
follow to be stopped only long enough 
for the bringing of another such suit 
as here. The process of law violation 
would continue indefinitely with only 
minor stoppages by an impotent attor- 
ney general. The telegraph company 
may rely on the attorney general’s and 
the county sheriff’s notices as suffi- 
cient to justify the telegraph compa- 
ny’s refusal to restore the services, 
which, as both complaints describe it, 
would be a continuing of past services. 

The order denying the preliminary 
injunction is affirmed. 





OHIO COURT OF APPEALS, SUMMIT COUNTY 


Joseph C. Ruhlin 


East Ohio Gas Company et al. 


— Ohio App —, 83 NE2d 659 
December 17, 1948; motion to certify overruled January 12, 1949 


PPEAL from judgment dismissing action to compel gas com- 
A pany to supply space-heating service; affirmed. 


Service, § 487 — Parties — Enforcement of Commission orders. 
The Public Utilities Commission of Ohio alone is clothed with power to 
bring suit in the court of common pleas against a public utility company 
to enforce the orders of the Commission regulating the furnishing of natural 
gas by such a company to the consuming public. 


Headnote by the Court. 


> 
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RUHLIN v. EAST OHIO GAS CO. 


APPEARANCES: Brouse, McDowell, 
May, Bierce & Wortman, of Akron, 
for appellant; Buckingham, Doolittle 
& Burroughs, of Akron, for appellee. 


Per CurtAM: This cause was in- 
stituted in the court of common pleas 
of Summit county, seeking to enjoin 
the East Ohio Gas Co. from refusing 
to serve the petitioner with gas for 
space-heating purposes to replace other 
fuel. 

The trial court dismissed the peti- 
tion of the plaintiff, on the ground that 
it had no jurisdiction of the subject of 
the action. The appeal to this court 
is on questions of law from this final 
order, and the sole question presented 
is the one of jurisdiction. 

There appears in the pleadings, the 
contract between the city of Akron 
and the East Ohio Gas Co., as well as 
various emergency orders of the Pub- 
lic Utilities Commission of Ohio, per- 
tinent to the supplying of gas by the 
East Ohio Gas Co. in this area. 


In our determination of the ques- 
tion of the jurisdiction of the court of 
common pleas, we must look necessar- 
ily to the question of power, and “its 
solution must be found in the statutes 
themselves, since the juris- 
diction and power in question are en- 
tirely of statutory origin and delega- 
tion.” State ex rel. Ohio Bell Teleph. 
Co. v. Common Pleas Court (1934) 
128 Ohio St 553, 7 PURNS 329, 
331, 192 NE 787. 


The supreme court has recently ex- 
amined the statutes giving power to 
the Public Utilities Commission and 
to certain orders of the Commission, 
and in connection therewith, pro- 
nounced : 


“6. A temporary and statewide or- 
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der of the Public Utilities Commis- 
sion, which is adopted and promul- 
gated after a hearing and upon a find- 
ing that such order is essential to pro- 
tect the health and safety of the people 
of the state because of a serious short- 
age of natural gas for consumption and 
use by Ohio consumers which shortage 
is due in part to greatly increased de- 
mands of consumers for gas to be used 
in space heating of homes and which 
order in part requires that ‘no dis- 
tributing utility shall supply or be re- 
quired to supply natural gas service to 
any consumer, present or prospective, 
in the state of Ohio for equipment de- 
signed to furnish the source of space 
heating that replaces other fuels, or 
for additional space heating,’ is a valid 
exercise of the police power of the state 
and binding on all parties to contracts 
for the sale and purchase of natural 
gas, whether municipalities, corpora- 
tions or individuals.” 

In the same case, we also find the 
following pronouncement : 


“3. All contracts are subject to the 
paramount rights of the public, and all 
contracts the subject matter of which 
involves the public welfare will have 
read into them with the same force and 
effect, as if expressed in clear and defi- 
nite terms, all valid public regulations 
then existing or thereafter enacted, es- 
sential for the promotion of the health, 
safety and welfare of the people. The 
authority of the state to exercise its 
general police power must be recog- 
nized as an implied condition of any 
such contract.” Akron v. Public Util- 
ities Commission (1948) 149 Ohio St 
347, 74 PUR NS 81, 78 NE2d 890, 
892. 


The appellant does not challenge the 
legality of the Commission’s orders 
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now in controversy, but claims, inter 
alia, “that the common pleas court has 
jurisdiction . upon the issues 
made by the pleadings and the juris- 
diction to try the matters to determine 
if there has been a violation of the Ak- 
ron franchise, as altered or amended 
by the effective emergency orders of 
the Public Utilities Commission.” 

It appears from the pleadings that 
the emergency orders of the Commis- 
sion govern entirely the rights of the 
parties in respect to the complaints 
made in the petition, and, this being 
so, the Commission alone is empow- 
ered, under the statutes, to bring ac- 


tion against the utility company to 
compel the enforcement of its orders, 
in the event of a claimed violation 
thereof. Section 614-67, General 
Code. 

It is our conclusion that the court 
of common pleas has no jurisdiction 
of the subject of this action, and that 
the judgment of that court in so find- 
ing must be affirmed. 

Judgment affirmed. 


Doyle, PJ., Skeel (of the eighth dis- 
trict, sitting by designation in place of 
Stevens, J.) and Hunsicker, JJ., con- 
cur. 





GEORGIA COURT OF APPEALS, DIVISION NO. 1 


‘ 


Columbia Baking Company 


Atlanta Gas Light Company 


No. 32153 
— Ga App —, 50 SE2d 382 
November 11, 1948; rehearing denied December 10, 1948 


EVIEW of judgment for gas company in suit by industrial 
R customer to recover alleged excess in gas rates charged; 
affirmed. 


Discrimination, § 50 — Rate differences — Contract — Industrial gas consumer. 


1. Where an industrial consumer of gas enters into a contract with the gas 
company in which it is stipulated that “the customer agrees to pay for all 


gas delivered 


at the company’s industrial rate now or hereafter on 


file with the Georgia Public Service Commission and now known as rate 
No. Four (4) of the company’s rate schedule on file with said Commission, 
provided that no rate charge hereunder shall exceed the rate prescribed or 
approved therefor by the Commission,” the gas company is not liable for 
a breach of the contract because it contracts with other industrial users for 
lower rates and files such contracts with the Georgia Public Service Com- 
mission, when there was no other rate specifically and expressly prescribed 
by the Commission for the complaining consumer and it has paid no higher 
rate than that specifically prescribed for it, p. 73. 
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COLUMBIA BAKING CO. v. ATLANTA GAS L. CO. 


Discrimination, § 52 — Rate differences — Contracts filed with Commission. 
2. A gas company under the jurisdiction of the Georgia Public Service 
Commission is not liable to an industrial consumer for the difference be- 
tween the rates charged to it and those charged to other industrial users of 
gas when the latter rates are provided for in contracts filed with the Com- 
mission which it permits to go into effect, p. 74. 


Discrimination, § 3 — Measure of damages — Rate differences. 
3. The measure of damages for unjust discrimination by a public utility is 
not the difference in rates but the damages resulting to the consumer by 
reason of its being charged a higher rate, which damages were neither al- 
leged nor proved in this case, p. 75. 


Headnotes by the Court. 


Columbia Baking Company sued 
the Atlanta Gas Light Company to re- 
cover the alleged excess in gas rates 
charged to petitioner, the amount so 
claimed to be due being the difference 
between the rates charged to and paid 
by plaintiff and the rates charged to 
and paid by other industrial consumers 
of gas in like circumstances with plain- 
tiff. The petition alleged in sub- 
stance the following: In October, 
1930, the Georgia Public Service 
Commission prescribed rates for in- 
dustrial consumers of gas what is 
known as Industrial Rate No. 4, which 
was available to any industrial con- 
sumer. On January 30, 1931, defend- 
ant entered into a contract with plain- 
tiff by which defendant undertook to 
furnish plaintiff gas for industrial use. 
This contract provided: “In consid- 
eration of such service, the customer 
agrees to pay for all gas delivered by 
the company at the company’s indus- 
trial rate now or hereafter on file with 
the Georgia Public Service Commis- 
sion and now known as rate No. Four 
(4) of the company’s rate schedule on 
file with said Commission, provided 
that no rate charge hereunder shall ex- 
ceed the rate prescribed or approved 
therefor by the Commission. . . . The 


customer further agrees to accept and 
be bound by all rules and regulations 
in connection with the service hereby 
covered, which are now or may here- 
after be filed with, issued or promul- 
gated by the Georgia Public Service 
Commission and/or other governmen- 
tal bodies having jurisdiction thereof.” 
Since January 1, 1936, plaintiff paid 
the rates prescribed by said rate No. 4. 
Beginning in 1935 defendant entered 
into certain special arrangements with 
various industrial users, including 
laundries, dry cleaning establishments, 
dye works, linen services, rubber com- 
panies, and others, by which it sold gas 
to them for industrial use at rates less 
than those prescribed by rate No. 4. 
If there was any difference in situa- 
tions between plaintiff and the various 
industrial users mentioned which 
might cause a difference in rate treat- 
ment, the situation of plaintiff was 
more favorable rate-wise than that of 
such other industrial users in that 
plaintiff’s operations were for the most 
part conducted at night, at which time 
the peak load upon defendant’s facili- 
ties is less than in the daytime. Since 
before 1936 the following rules of the 
Georgia Public Service Commission 
were in effect. Rule 2. “All unjust 
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discrimination forbidden. ‘The sev- 
eral companies, in the conduct of their 
intrastate business, shall afford to all 
persons equal facilities in the conduct 
of such business, without unjust dis- 
crimination in favor of, or against, 
any ; and wherever special facilities are 
afforded to one patron, whether upon 
a special rate authorized by this Com- 
mission or otherwise, such company 
shall be bound to afford to any other 
patron, or patrons, under substantially 
similar circumstances, like facilities 
upon like rates. All rates bona fide. 
No rebates. The rate charged for any 
service, by any company, shall be bona 
fide and public; and the giving of any 
rebates, bonus or ‘draw-back’ is here- 
by expressly forbidden.” Rule 3 in 
part. “Rates of Commission are mazxi- 
mum rates. All of the rates prescribed 
by the Commission are maximum 


rates, which shall not be exceeded by 
any company. Rates may be reduced 
below-maximum provided no discrimi- 


nation is made. Any company may 
charge less than the prescribed maxi- 
mum rate, provided that, if a less rate 
be charged one person, such company 
shall, for a like service, charge the 
same lessened rate to all persons.” 
Rule 5. “Special rates must be ap- 
proved by the Commission. All spe- 
cial rates, made by any company for 
any service to be rendered shall first be 
submitted to and approved by the 
Commission before being put into ef- 
fect.” Independent of the rules of the 
Georgia Public Service Commission, 
defendant was a public utility holding 
itself out as willing to serve all per- 
sons or corporations desiring to pur- 
chase gas for industrial use, and as 
such was under a common law duty to 


offer to all persons desiring to pur- 
77 PUR NS 


chase gas from it the same rates for 
substantially the same service, and it 
was bound to abstain from discrimi- 
nation against any customer by charg- 
ing it higher rates than it charged 
other customers under substantially 
the same circumstances. The exist- 
ence of the special arrangements 
above mentioned came to the knowl- 
edge of the Commission as a result of 
which the Commission passed an order 
discontinuing the special rates in a pro- 
ceeding to which plaintiff was not a 
party. Plaintiff did not at any time 
pri~~ to April, 1945, have any knowl- 
edge that defendant was selling gas for 
industrial use to other purchasers, who 
were situated substantially the same as 
plaintiff, at rates less than the rates 
charged for gas used by plaintiff, and 
plaintiff from January 1, 1936, to 
April, 1945, believed it was buying gas 
on the same basis as other similar con- 
sumers. During said time plaintiff 
could not by reasonable diligence have 
discovered that defendant was selling 
gas for industrial use at lower rates to 
other customers similarly situated. 
Defendant was under a duty, as a pub- 
lic utility, both at common law and 
under the rules of the Georgia Public 
Service Commission, to sell gas to 
plaintiff for industrial use at as low 
rates as it sold it to other users similar- 
ly situated. During said time defend- 
ant did not disclose to, and in fact con- 
cealed from, plaintiff, the fact that it 
was selling gas at lower rates to other 
similar industrial users. It was de- 
fendant’s duty in morals and law to 
notify plaintiff of such lower rates. 
The reason defendant did not so in- 
form plaintiff was because its purpose 
was to obtain large sums of money 
from plaintiff by charging it higher 
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rates. Plaintiff placed its confidence 
in defendant and relied upon it for 
such information. In failing to make 
the disclosure defendant wilfully 
breached its moral and legal duty owed 
to plaintiff and such failure was a 
fraud by defendant which deterred 
plaintiff from sooner bringing this ac- 
tion. Plaintiff amended the petition 
and set forth its claims in three counts : 
(1) For breach of an express contract, 
(2) liability by reason of a rule of the 
Commission, (3) for breach of the 
common law duty to charge plaintiff 
the same rates as those charged to 
those similarly situated. The defend- 
ant answered and denied the material 
allegations of the petition as amended. 
By agreement the case was submitted 
to the court for trial and “final dis- 
position” without the intervention of 
a jury upon agreed facts and oral evi- 
dence introduced on the trial, with the 
right of each party to appeal from the 
judgment of the court. The court ren- 
dered a judgment in favor of the de- 
fendant and the plaintiff excepted. 
While evidence was introduced, the 
court’s findings and judgment show 
that the judgment was on the plead- 
ings and not on the pleadings and evi- 
dence. No demurrers are brought up 
in the record, but the statements of the 
trial judge in his judgment show that 
the case was presented to him under 
both pleadings and evidence. The 
court stated in his judgment: “The 
defendant’s contentions are (1) that 
the plaintiff is not entitled to recover 
under any count of the petition, (2) 
that the plaintiff and the laundry and 
rubber processors were not competi- 
tors, and, even if there was unjust dis- 
crimination, there is no right to re- 
cover under either count of the peti- 
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tion, (3) that the evidence does not 
establish unjust discrimination, (4) 
even if the evidence did establish un- 
just discrimination, payments made by 
the plaintiff were voluntary and can- 
not be recovered, and (5) if there was 
a right to recover, the plaintiff is 
barred by statute of limitations to re- 
cover any sum paid by it more than 
four years prior to April, 1945.” There 
is no exception to the judgment of the 
court on the ground that under the 
agreement to authorize the court to 
try the case without a jury the court 
was not authorized to pass on the suf- 
ficiency of the petition or that the pe- 
tition, in the absence of adjudication 
on demurrer to the contrary, set forth 
a cause of action and that therefore the 
court was bound to determine only 
whether the allegations were proved. 
The only exception to the judgment is 
that the court erred in his legal rulings 
on the sufficiency of the various counts 
to set forth a cause of action in con- 
tract. This court will therefore de- 
termine whether the judgment of the 
trial court was correct, whether un- 
der the law as applied to the pleadings 
alone or to the pleadings and evidence 
combined. 


APPEARANCES: Madison Richard- 
son, of Atlanta, for plaintiff in error; 
Moise, Post & Gardner, of Atlanta, 
for defendant in error. 


FELTON, J.: 

[1] 1. The trial judge did not err 
in finding for the defendant on count 
one. The contract provided that “no 
rate charged hereunder shall exceed 
the rate prescribed or approved there- 
for by the Commission.” As stated 
by the trial judge the plaintiff does not 
contend that it paid more than the rate 
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specifically established or approved for 
the plaintiff or its class of consumers. 
This ruling is also correct for the rea- 
son stated in the following division of 
this opinion. 

[2] 2. Count two seeks recovery 
on the ground that rule three of the 
Commission had the effect of fixing 
the lower rate for all industrial gas 
users by reason of the lower charge to 
laundries and rubber processors. Rule 
three of the Georgia Public Service 
Commission is as follows: “ ~ 
Any company may charge less than 
the prescribed maximum rate, pro- 
vided that, if a less rate be charged one 
person, such company shall, for a like 
service, charge the same lessened rate 
to all persons.” The contention of the 
plaintiff here is that when the utility 
charged to one customer in the indus- 
trial class a lower rate than that 
charged to others similarly situated 
such action by the utility had the ef- 
fect of fixing the rate for all industrial 
customers at the lower rate level. The 
lower court ruled that rule three did 
not have such effect, but was merely 
an order or command of the Commis- 
sion which could subject the utility to 
a penalty for a violation of the rule or 
to mandamus. The evidence in this 
case supports this finding at least in so 
far as the Commission’s interpretation 
of its own rule supports it. The Com- 
mission investigated the special laun- 
dry and rubber processing rates and 
eliminated them from the rate sched- 
ules rather than order them into effect 
for all industrial users. But even if 
the lower rate could have the effect 
contended for by the plaintiff, a lower 
rate made with the consent and ap- 
proval of the Commission would not 
have such effect for the reason that 


77 PUR NS 


when such a lower rate is filed with 
the Commission and the Commission 
takes no action repudiating the rate, 
such action by the Commission has the 
effect of making a new class of indus- 
trial customers, and whether right or 
wrong, just or unjust, the lower rate 
is legal and authoritative, and the 
above rule becomes inapplicable since 
another and distinct class of customers 
is created by the implied approval of 
the Commission of the lower rate, the 
only justification for which would be 
that the customer to whom it is given 
is in a different industrial class of 
users of gas from the industrial 
users using the rate No. 4. So, if the 
rule ever could have the meaning con- 
tended for by plaintiff it would only be 
where the lower rate is given by the 
utility without the knowledge or con- 
sent of the Commission. In this case 
the laundry rates were filed with the 
Commission which it received subject 
to objection and complaint. The rub- 
ber processing contracts were filed 
with the Commission and for a num- 
ber of years were left in operation 
without molestation. The Commis- 
sion is charged with the duty of fixing 
rates and preventing unjust discrimi- 
nation between the various classes of 
those served by public utility com- 
panies. Where utility patrons are 
classified by the Commission and rates 
fixed accordingly, either upon notice 
and hearing, or by the express or tacit 
approval of a classification and rate 
voluntarily filed by a utility company, 
the result is either actually or in effect 
a judgment and finding of the Com- 
mission. If the Commission errone- 
ously makes a classification or inad- 
visedly acquiesces in one voluntarily 
made there is no liability on the part 
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of a utility company to one who con- 
tends that he or it was erroneously 
omitted from the classification and 

His remedy is 


whatever mistake has been made. 

this case the classifications and rates 
were made with due notice to the Com- 
mission and without its disapproval. 
Therefore, there is no liability on the 
part of the utility company to a cus- 
tomer for the difference between the 
rate charged it and that charged an- 
other in the same general but not spe- 
cific class defined by the Commission 
in its tacit acquiescence in the classi- 
fication and rate. The rule refers to 
lower rates given without authority, 
and even then creates no liability, in 
and of itself, against the utility com- 
pany in favor of one discriminated 
against. No error in finding for the 
defendant on second count. 


[3] 3. Assuming for the sake of 
argument that a utility company could 
be liable for breach of duty not to un- 
justly discriminate in a case where a 
lesser charge to one of a class was au- 
thorized or acquiesced in by the rate- 
making body, the great weight of au-- 
thority is to the effect that the meas- 
ure of damage is not the difference in 
rates, but the actual damage suffered 
in competitive business. See Parsons 
v. Chicago, & N. W. R. Co. (1897) 
167 US 447, 42 L ed 231, 17 S Ct 
887; Pennsylvania R. Co. v. Interna- 
tional Coal Mining Co. (1913) 230 
US 184, 57 L ed 1446, 33 S Ct 893, 
Ann Cas 1915A 315; Interstate Com- 
merce Commission v. United States 
(1933) 289 US 385, 77 L ed 1273, 53 
S Ct 607, and cases cited. Also see 
Boerth v. Detroit City Gas Co. 
(1908) 152 Mich 654, 116 NW 628, 
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18 LRA NS 1197; Homestead Co. v. 
Des Moines Electric Co. (1918) 160 
CCA 449, 248 Fed 439, 12 ALR 390; 
Cock v. Marshall Gas Co. (Tex Civ 
App 1920) 226 SW 464; Caliender v. 
Northern States Power Co. (1934) 
192 Minn 591, 257 NW 512; Charles 
H. Lilly Co. v. Northern P. R. Co. 
(1911) 64 Wash 589, 117 Pac 401; 
Kousal v. Texas Power & Light Co. 
(1944) 142 Tex 451, 53 PUR NS 
308, 179 SW2d 283; New York 
Teleph. Co. v. Siegel-Cooper Co. 
(1911) 202 NY 502, 96 NE 109, 36 
LRA NS 560; and United Gas Corp. 
v. Shepherd Laundries Co. (1945) 
144 Tex 164, 61 PUR NS 82, 189 
SW2d 485. Most if not all of the 
cases cited by plaintiff in error to sus- 
tain the contention that there is a com- 
mon law liability for difference in rates 
to one of a class charged a higher rate 


_ than others similarly situated are dis- 


tinguishable in that they are manda- 
mus or other types of cases, in that 
they have been modified or overruled, 
or in that they were based on a specific 
statute. There is no Georgia Statute 
giving a right of action for difference 
in rates. Code, § 93-415, only gives 
a right of action for loss, damage or 
injury. Section 8 of the Interstate 
Commerce Act, 49 USCA § 8, inter- 
preted by the Supreme Court, allows 
recovery for damages sustained and 
not for difference in rates. The ac- 
tion here is not for damages by reason 
of unjust discrimination suffered in 
competitive business but only for the 
difference in rates. The court did not 
err in finding for the defendant on the 
third count. 

The court did not err in finding for 
the defendant on the pleading and evi- 
dence. 
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Judgment affirmed. Judge Sutton on account of owner 
ship of stock in both of these com 
panies was waived by both plaintif 
Note. — The disqualification of and defendant in error. 


Sutton, CJ., and Parker, J., concur. 





UNITED STATES COURT OF APPEALS, DISTRICT COURT 
OF COLUMBIA CIRCUIT 


Border Pipe Line Company 


Federal Power Commission 
No. 9571 


— US App DC —, 171 F2d 149 
November 22, 1948 


non for review of order of Federal Power Commission 


holding that company is a natural gas company within the 
meaning of the Natural Gas Act; order set aside. 


Interstate commerce, § 7 — Exclusion of foreign commerce. 
1. The term “interstate commerce” does not include foreign commerce un- 
less Congress by definition for the purposes of a particular statute includes 
them both in the single expression, such as “interstate and foreign com- 
merce,” p. 77. 


Interstate commerce, § 37.1 — Scope of Natural Gas Act — Foreign commerce. 
2. Separation of the two subjects, interstate commerce and foreign com- 
merce, in the Natural Gas Act must be observed, p. 77. 


Interstate commerce, § 37.1 — Scope of Natural Gas Act — Foreign commerce. 
3. The Natural Gas Act, defining a natural gas company as a person en- 
gaged in the transportation of gas in interstate commerce or the sale in 
interstate commerce of such gas for resale, and defining interstate commerce 
as commerce between any point in a state and any point outside thereof or 
between points within the same state but through any place outside thereof, 
but only in so far as such commerce takes place within the United States, 
does not include within the meaning of the term “natural gas company” a 
company owning and operating a gas pipe line located wholly within one 
state and selling its gas at its terminus near the state line to an indus- 
trial consumer which transports the gas into Mexico and uses it there, 
p. 77. 


Statutes, § 12 — Construction — Legislative history — Congressional intent. 
4. A court, in interpreting an act of Congress, cannot write into the act a 
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provision which Congress affirmatively omitted by leaving out of the act 
a phrase originally included in the bill before Congress, p. 77 


Courts, § 4 — Jurisdiction — Legislative matters. 


5. Courts should 


ive to the terms of a statute their plain meaning so long 


as the resultant effect is sensible and not in conflict with a discernible pur- 
pose, and they should not invade the functions of the legislative branch of 


government when an administrative agen 


thinks that the real intent and 


purpose of a statute is broader than or different from its terms, since such 
agency need only ask Congress for an enlargement or clarification, p. 80. 


> 


APPEARANCES: John C. Dawson, 
of Houston, of the Bar of the state of 
Texas, pro hac vice, by special leave 
of court, with whom J. Ross Gamble, 
of Washington, D. C., was on the 
brief, for petitioner; Bradford Ross, 
General Counsel, Federal Power Com- 
mission, of Washington, D. C., with 
whom Louis W. McKernan and W. 
Russell Gorman, both of Washington, 
D. C., Principal Attorneys, Federal 
Power Commission, were on the brief, 
for respondent ; James E. F. Gammon, 
of Washington, D. C., entered an ap- 
pearance for C. Huffman Lewis, ami- 
cus curiae. 


Before Prettyman and Proctor, Ct. 
JJ., and Bailey, DJ., sitting by desig- 
nation. 


PRETTYMAN, C]J.: 

[1-4] This is a petition for review 
of an order of the Federal Power Com- 
mission. Petitioner owns and oper- 
ates a gas pipe line located wholly 
within the state of Texas. It sells its 
gas at its terminus near the Rio 
Grande river to an industrial con- 
sumer which transports the gas into 
Mexico and uses it there. Petitioner 
operates under permits for the export 
of gas issued to it in 1942 by the Com- 


mission * and by the President.* The 
order under review was issued Febru- 
ary 14, 1947, and in it the Commis- 
sion held that petitioner is a “natural- 
gas company” within the meaning of 
the Natural Gas Act and thus must 
have a certificate of public convenience 
and necessity, which the order author- 
ized to issue. The consequence which 
gives rise to the controversy is that 
the order would place petitioner within 
all the Federal regulatory provisions 
applicable under the statute to “nat- 
ural-gas companies.” 

The statute defines a natural gas 
company as follows: * 

“(6) ‘Natural-gas company’ means 
a person engaged in the transportation 
of natural gas in interstate commerce, 
or the sale in interstate commerce of 
such gas for resale. 

“(7) ‘Interstate commerce’ means 
commerce between any point in a state 
and any point outside thereof, or be- 
tween points within the same state but 
through any place outside thereof, but 
only in so far as such commerce takes 
place within the United States.” 

The act contains numerous regula- 
tory provisions relating to “natural- 
gas companies.” It also has a section * 
relating to the export of gas from the 





1 Under § 3 of the Natural Gas Act of June 
21, 1938, 52 Stat 822, 15 USCA § 717b. 

2 Under Executive Order No. 8202, 4 Fed. 
Reg. 3243 (1939). 


8 Section 2(6) and @), 52 Stat 821, 15 
USCA § 717a(6) and (7). 
# Section 3, 52 Stat 822, 15 USCA § 717b. 
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United States, which section is appli- 
cable to any “person” and not merely 
to natural gas companies. As we have 
indicated, petitioner has complied with 
this section. 

Interstate commerce and foreign 
commerce have been distinct ideas ever 
since they appeared as two concepts in 
the Constitution. The clause there 
provides that Congress shall have pow- 
er “To regulate Commerce with for- 
eign Nations, and among the several 
states, and with the Indian Tribes.” ® 
“Interstate commerce” does not in- 
clude foreign commerce, unless Con- 
gress by definition for the purposes 
of a particular statute includes them 
both in the single expression. Con- 
gress has frequently done that. It has 


also many times applied its enact- 
ments to “interstate and foreign com- 
merce” and is perfectly familiar with 
that expression and that idea.* In the 


present statute it first declared the 
necessity for Federal regulation of 
transportation and sale “in interstate 
and foreign commerce.” It then pro- 
vided one section applicable to ex- 
ports “from the United States to a 


foreign country,” and in other sec- 
tions provided regulatory measures ap- 
plicable to “interstate commerce,” de- 
fining that term without mention of 
foreign commerce. In view of the pre- 
vailing practice of Congress in other 
acts, the separation of the two sub- 
jects in this act must be noticed and, 
we think, observed. 

The plan of regulation revealed by 
the statute thus read seems reasonable. 
It seems reasonable, or at least not un- 
reasonable, that Congress should be 
concerned only with the fact of ex- 
portation or importation in the case 
of foreign commerce, but with rates, 
practices, accounting, facilities, and 
financing in the case of domestic com- 
merce. Of course, if a company be in 
both interstate and foreign commerce, 
one might burden the other and so pro- 
duce the result which the burden of 
intrastate on interstate commerce 
causes. But we do not have that situ- 
ation here. The operation before us 
is wholly local, and it is only because 
of petitioner’s sales for foreign com- 
merce that the Commission seeks to 
control all its activities. 





5 Clause 3 of §°8 of Art. I. 

6 Some examples of expressions used by 
Congress are 

Act of Feb. 22, 1935, tgp to transporta- 
tion of petroleum products, 49 Stat 30, 15 
USCA $ 715a(3)——“trom any place in the 
United States to a foreign country.” 

Federal Firearms Act, 52 Stat 1250 (1938), 
15 USCA § 901(2)—“interstate or foreign 
commerce.” 

Bituminous Coal Act, 50 Stat 90 (1937) 26 
USCA § 3526(d)—“commerce among the 
several states and territories, with foreign na- 
tions, and with the District of Columbia.” 

Securities Act of 1933, 48 Stat 74, 15 USCA 
§ 77b(7)—“between any foreign country and 
a state, territory, or the District of Colum- 

ia.” 

PR Exchange Act of 1934, 48 Stat 

882, 15 USCA § 78c(a) (17) —“between any 
foreign country and any state.” 


Motor Carrier Act, 49 Stat 551 (1935), 49 
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USCA § 306—“interstate or foreign opera- 
tion.” 

Communications Act of 1934, 48 Stat 1065, 
47 USCA § 153(h)—“interstate or foreign 
communication.” 

Interstate Commerce Act, 41 Stat 474 
(1920) 49 USCA § 1(1) (c)—“from one 
state or territory of the United States . . 
to any other state or territory of the United 
States . or from or to any place in the 
Vane States to or from a foreign country.” 

ood and Drugs Act, 42 Stat 1487 (1923) 
21 USCA § 62—“interstate or foreign com- 
merce.’ 

Food and Drugs Act, 34 Stat 768 (1906) 21 
USCA § 2—“from any foreign country, or 
shipment to any foreign country.” 

Meat Inspection Act, 34 Stat 1260 (1907) 
21 USCA § 71—“interstate or foreign com- 
merce.” 

Federal Caustic Poison Act, 44 Stat 1406 
(1927) 15 USCA § 402(c)—“interstate or 
foreign commerce.” 
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Moreover, foreign commerce was 
specifically included in the bill which 
was the original legislative foundation 
for the final enactment of this act, but 
was omitted in that enactment. In 
the bill introduced on February 6, 
1935, by Representative Rayburn,” 
addressed to the entire subject of Fed- 
eral public utility regulation, one title 
related to natural gas companies. The 
phrase “or from or to any place in the 
United States to or from a foreign 
country” was in the section which de- 
fined the applicability of that part of 
the proposed act. That title of Mr. 
Rayburn’s bill was not then enacted. 
Instead, the proposal for regulation of 
gas companies became H. R. 11662 in 
the next session, but without the 
phrase just quoted, and so the bill re- 
mained throughout successive sessions 
until enactment. 

We are also impressed with the fact 
that although this petitioner was be- 
fore the Commission and secured its 
permit to export in 1942, it was not 
until 1947 that the Commission assert- 
ed its regulatory authority in other 
respects over that same business. We 
are not advised that the Commission 
has asserted that power in any other 
instance until its order in this case. 
The eight years and more which 
passed between the approval of the 
act in 1938 and the first assertion by 
the Commission of general regulatory 
power over companies engaged in for- 
eign commerce but not otherwise sub- 
ject to such general powers, seems to 
indicate a long-standing administra- 
tive view contrary to the Commission’s 
present position. Indeed it appears 
that when the Commission was con- 





7 Title III of H.R. 5423, 74th Cong. Ist 


ess. 


sidering the applications of this peti- 
tioner in 1942, counsel for the Com- 
mission advised it in writing that a 
certificate of public convenience and 
necessity under § 7(c) was not re- 
quired, saying in part: 

“It is significant to note that the 
exportation of natural gas from the 
United States to a foreign country, 
or the importation of natural gas from 
a foreign country is not ‘interstate 
commerce’ as that term is contemplat- 
ed by the act. The legislative intent 
as to the limitation placed on the defi- 
nition is clearly expressed in the con- 
cluding portion thereof, namely, ‘only 
in so far as such commerce takes place 
within the United States.’ Applicant’s 
proposed operations do not include 
either transportation of natural gas in 
interstate commerce, or sales of nat- 
ural gas in interstate commerce, which 
would bring such operations within 
the term, ‘interstate commerce,’ as 
such term is defined by said § 2(7) of 
the act.” 

The Commission vigorously urges 
various arguments based upon internal 
evidence in the act, which evidence 
they glean from reading various pro- 
visions. Petitioner follows the same 
process and obtains opposite results. 
Thus, the Commission says that the 
clause “but only in so far as such com- 
merce takes place within the United 
States” indicates that except for that 
limitation the act would apply to com- 
merce outside the United States. Peti- 
tioner says, on the contrary, that the 
clause is a specific exclusion from the 
act of all foreign commerce and was 
intended to insure that such commerce 
which occurs even in the course of in- 
terstate commerce was not included. 
Again the Commission perceives in- 
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consistencies in the scheme of regula- 
tion if it be not applied to foreign 
commerce. The petitioner, on the 
contrary, points to incongruities in the 
act if its provisions be applied to 
such commerce. It points to the rate- 
making provisions, the requirements 
for filing schedules of charges, the 
prohibitions against discrimination, 
the power to require extensions of 
facilities, the ascertainment of costs or 
fair value of property, the prescription 
of methods of accounting, as matters 
peculiarly applicable to the regulation 
of domestic commerce, in which the 
consumers sought to be protected are 
citizens, but which are singularly inapt 
when applied to foreign commerce. 
They also point to the difference in 
the reference to the public interest 
which appears in § 3, relating to for- 
eign commerce, and that which ap- 


pears in § 7(c), which relates to cer- 
tificates of public convenience and ne- 


cessity. In the former instance, the 
permit must issue unless the proposed 
exportation “will not be consistent 
with the public interest,” whereas, in 
the latter instance, a certificate can is- 
sue only if the proposed sale, etc., “is 
or will be required” by the public in- 
terest. 

But these conflicting impressions 
and views are inconclusive in our 
minds. We find a clear answer in the 
considerations which we have de- 
scribed in the forepart of this opinion. 
The circumstances which we there out- 
lined define a limit to judicial power 
in “interpreting” a statute. We are 
asked by the Commission to interpret 
“interstate commerce” so as to include 
foreign commerce, or to read the stat- 
utory definition as though it con- 
tained the phrase originally included 
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but later eliminated by Congress in 
the legislative course of the act. This 
we cannot do. We cannot write into 
an act of Congress a provision which 
Congress affirmatively omitted. 

[5] We add a further word upon 
the subject, because the situation with 
which we are here confronted is of 
general importance. Questions such 
as the one presented in this case are 
properly for the Congress. The cir- 
cumstances upon which they arise are 
familiar. Congress uses expressions 
of established meaning. It takes ac- 
tion of recognized implications; e.g., 
it strikes from a pending bill a clause 
of clear import. But the administra- 
tive body finds a sufficient penumbra 
of meaning to justify a claim to more 
authority than appears upon the face 
of its grant. It asserts the extended 
authority and thus forces the issue up- 
on the courts. It asks the courts to 
divine an intent on the part of Con- 
gress and then to decree that the words 
of the statute spell that intent. Of 
course, if there be a plain intent, or 
purpose, or objective, the statute must 
be deemed to be in pursuit of it, and 
the courts will enforce that view. But 
where relatively plain language. and 
congressional conduct of accepted im- 
plication point one way and the con- 
trary appears only through strained 
and complex assumptions and deduc- 
tions, questions which the administra- 
tors may have as to the full intent and 
desirable scope of the congressional ac- 
tion ought to be addressed to the Con- 
gress. The prime responsibility for 
making statutory meaning clear is on 
the Congress. It is bad from the view- 
point of sound government for the 
courts to twist strange results out of 
otherwise understood expressions of 
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the legislature. If, perchance, the ju- 
diciary does not reach the objective 
at which the legislature aimed, there 
is a most undesirable confusion of 
functions of the two branches. Such 
practice by the judiciary is also bad 
from the viewpoint of the law general- 
ly. Words of established meaning are 
given an unnatural significance, and 
thereafter whenever they appear the 
law is uncertain. The interpretation 
of statutes is not like the interpretation 
of a will, where the person whose in- 
tent is to be ascertained no longer lives 
and some meaning must be given his 
expressions however meaningless; or 
of a contract as to which the sole par- 
ties differ in their assertions of intent 
or meaning. In those situations an 
interpretation is the only available pro- 
cedure and, once had, is irretrievable. 
Not so in the case of a statute; the 


Congress is in frequent session, its 
doors open and its committees avail- 
able. Its procedure is no more compli- 
cated than that of the courts. If an 
administrative agency thinks that the 
real intent and purpose of a statute is 
broader than or different from its 
terms, it need only ask Congress for 
an enlargement or clarification. We 
are no longer in an age when such in- 
quiry is impractical. The wise and 
sound course for the courts is to give 
to the terms of a statute their plain 
meaning, so long as the resultant ef- 
fect is sensible and not in conflict with 
a discernible purpose. 

Our views upon the meaning of the 
statute make unnecessary the consid- 
eration of other points presented. The 
petition to set aside the order of the 
Commission must be and is granted. 

Order of the Commission set aside. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re The Inter-County Telephone Company 


Case No. 11,412 
October 22, 1948 


PPLICATION for approval of proposed telephone rate increase ; 
A approval denied and new rates prescribed. 


Valuation, § 317 — Working capital — Telephone company. 


1. A telephone company’s computation of cash working capital at approxi- 
mately 1/16 of annual operating expenses (pro forma) was deemed rea- 


sonable, p. 83. 


Valuation, § 28 —- Rate base determination — Recorded book value. 
2. The recorded book value of a telephone company’s property and plant 
was not deemed to provide a reliable measure for determining the reasona- 
bleness and adequacy of proposed rates where no pretense was made that 
the recorded plant investment represented the original cost of the property 
and the actual starting plant values were predicated on the issuance of com- 


mon stock, p. 83. 
[6] 
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Valuation, § 36 — Rate base determination — Investment cost. 


3. The investment cost of a telephone company’s plant at a specific date was 
deemed to be a reliable basis in considering a proposed increase in rates, 


p. 84. 
Return, § 111 — Telephone company. 


4. A return of 6.91 per cent was considered excessive for a telephone com. 


pany, p. 85. 


Rates, § 553 — Telephone — Differentials — Types of instruments. 
5. Changes in differentials between desk set, wall phone, and handset tele. 
phone service were disapproved in connection with a rate increase where the 
largest per cent of increase would go to wall phone subscribers, those re. 
ceiving the lowest class of service, and the next largest increase would go 
to the desk set subscribers, with the handset subscribers receiving the most 
favorable consideration, it being the opinion of the Commission that exist- 
ing differentials should be maintained, as otherwise one of the greatest in- 
centives for the company to continue improvement of its service would he 


lost, p. 86. 


(Wison, Commissioner, concurs in result only.) 


By the Commission: On July 23, 
1948, The Inter-County Telephone 
Company, hereinafter sometimes re- 
ferred to as the company, filed its ap- 


plication in this case, requesting au- 
thority of the Commission to file re- 
vised schedules of rates for telephone 
service rendered by it through the 
various exchanges in Missouri which 
it owns and operates. Such revised 
schedules of rates are attached to an 
exhibit filed with the application and 
indicate that on the basis of the num- 
ber of subscribers on January 1, 1948, 
the proposed rates would produce 
gross exchange revenues greater by 
the amount of $20,996.40 annually 
than the rates presently being charged. 

After due notice to all interested 
parties, the cause was set for hearing 
at Jefferson City, Missouri, on Sep- 
tember 28, 1948, at which time and 
place the hearing was held before a 
member of the Commission. The ap- 
pearance on behalf of the company was 
by counsel. Members of the Commis- 
sion’s legal, engineering, and account- 
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ing staffs were also in attendance. No 
one appeared in opposition to the au- 
thority requested in the application. 
At the conclusion of the evidence the 
case was duly submitted on the record. 

All of the following recitals, find- 
ings, and conclusions are based on oral 
testimony or documentary evidence 
received at the hearing. 

The company is a telephone corpo- 
ration organized and operating under 
the laws of Missouri, with headquar- 
ters at Gallatin, Daviess county, Mis- 
souri. It is engaged in rendering 
telephone service through 15 ex- 
changes in Daviess and DeKalb coun- 
ties, Missouri, and one exchange at 
McFall, Gentry county, Missouri. 
There is a total of 2,833 stations in 
the system, including both company- 
owned stations and switcher stations. 
The exchanges in Daviess and De- 
Kalb counties are all interconnected 
and free service is available to the sub- 
scribers in these exchanges so that 
they may talk to a subscriber in any 
other of the company’s exchanges in 
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hese two counties without paying a 
oll charge. The exchange at McFall 
Gentry county is an isolated ex- 
ange that was acquired by the com- 
pany about two years ago. As mate- 
ial and labor has not been available 
o improve the service at this ex- 
ange, no increase in rates at this 
boint is requested in these proceed- 


s. 

"The president of the company, Mr. 
. M. Roberts, testified that at the 
present time the company is operating 
nder rates established in 1931 and 
hat the present proceedings were in- 
stituted because of the company’s in- 
pbility to continue operations under 
hese schedules in the face of rapidly 
ncreasing costs of both labor and ma- 
erial used in rendering telephone serv- 
ce. The company’s territory is in the 
eighborhood of other telephone sys- 
tems where higher wages have pre- 
ailed, and it has been necessary re- 
ently to increase wages in order to 
retain present employees and to obtain 
additional employees that were need- 
ed. 

Mr. J. E. Flanders of Jefferson 
City, Missouri, a public utility con- 
sultant, introduced in evidence an ex- 
hibit which he identified as Appli- 
cant’s Exhibit No. 1 which contained 
the results of a survey he had made of 
the property and books of the company 
and included proposed new rate sched- 
ules which, in his opinion, were war- 
ranted on the basis of the property in- 
vestment and the present operating 
costs the company is now experienc- 
ing. 

[1] In this exhibit the witness de- 
veloped a rate base as of December 31, 
1947, of $238,592, consisting of the 
following elements : 


Original Cost of Plant per books ... 
Materials and Supplies 
Cash Working Capital 


Rate Base 


The allowance for materials and 
supplies was the actual balance in this 
account at December 31, 1947. Cash 
working capital was computed at ap- 
proximately 1/16 of annual operating 
expenses (pro forma). We feel that 
the method of computing both of 
these allowances is reasonable and that 
the amounts claimed are not excessive. 

As a check of the accuracy of the 
recorded book figures, the witness in- 
cluded in his exhibit a calculation of 
the original cost of the property based 
on an investment cost appraisal of the 
telephone plant in service at April 15, 
1931, prepared by the Commission’s 
engineering staff in connection with 
Case No. 7420, 19 Mo PSCR 154, 
PUR1932E 284, which appraisal was 
prepared under the immediate super- 
vision of the witness. This appraisal 
shows the estimated investment cost of 
the property used in public service at 
April 15, 1931, was $213,358, which, 
when the net additions since that date 
of $10,439 are added, amounts to a 
total of $223,797, compared to the re- 
corded balance in the plant accounts 
at that date of $227,551. 

[2] From an examination of the 
evidence before the Commission, we 
do not believe the recorded book value 
of the property and plant provides a 
reliable measure for determining the 
reasonableness and adequacy of the 
proposed rates. No pretense is made 
that the recorded plant investment 
represents the original cost of the prop- 
erty. We are aware that the actual 
starting plant values recorded in 1927 
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were predicated on the issuance of 
common stock. We are of the opinion 
that in these proceedings it is not nec- 
essary to determine a definite rate base, 
and also we do not believe there is 
adequate evidence before us to make 
' such a finding. It is our opinion, how- 
ever, from the evidence, we can ap- 
proach a more accurate and equitable 
measure than that used by the wit- 
ness. 

[3] We believe that for the pur- 
poses at hand the investment cost of 
the plant at April 15, 1931, would be 
a reliable basis at this time in consid- 
ering the increase in rates. As afore- 
said, the witness set forth in his ex- 
hibit the estimated investment cost of 
the telephone plant in service at April 
15, 1931, from the appraisal plus the 
net additions to December 31, 1947, at 
$223,797. On examination of the 
witness, however, it was disclosed that 
the appraisal included $6,881 for ma- 
terials and supplies and $12,556 for 
general overheads. The inclusion of 
materials and supplies in the plant ac- 
count results in a duplication and 


Total Operating Revenues 


should be eliminated. Also, it wa 
shown that the general overhead 
which averaged around 6 per cen 
were added arbitrarily by the Commis 
sion’s engineers to their estimat 
costs. As a majority of the prope 
existing at that date had been con 
structed piecemeal by various smal 
predecessor companies, we doubt if 
these costs were ever actually incurred 
and feel justified in eliminating them 
at this time. The elimination of these 
two items reduces the estimated orig- 
inal cost of the telephone plant in serv- 
ice at December 31, 1947, from $223,- 
797 to $204,360. Adding thereto the 
recommended allowance for materials 
and supplies and cash working capital 
of $11,041 results in a rate base at De- 
cember 31, 1947, of $215,401, which 
we shall use for the purposes of these 
proceedings. 

Included in the company’s exhibit 
was a comparative income statement 
for the year 1947 separated under three 
headings identified as Actual 1947, 
Adjusted 1947, and Pro Forma. This 
statement is condensed as follows: 


Adjusted 1947 
$77,253 


Pro Forma 
$77,253 


Actual 1947 
$73,781 


Total Operating Expenses (Less Depreciation Ex- 


pense and Income Taxes) 


56,798 63,097 75,335 


Total Available for Depreciation, Return, and Income 


In explanation the witness testified 
that the first column is the Actual 1947 
operations as recorded in the books of 
the company ; the second column is the 
Actual 1947 operations adjusted for 
conditions under which the company 
was operating at January 1, 1948, and 
the third column is the Adjusted 1947 
revenues and expenses, further revised 
to reflect a full year’s operations under 
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$16,983 $14,156 $1,918 
the increased operating costs that had 
gone into effect during the year 1948 
to date made up principally of in- 
creased wages and added personnel. 
The witness testified in detail as to 
the mechanics he had used in develop- 
ing the Adjusted 1947 figures, and the 
Pro Forma Adjustments and his ex- 
hibit contains detailed figures showing 
the adjustments he had made. The 
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adjustments increasing revenues were 
computed on a station count at Janu- 
ary 1, 1948, for a full year and also by 
adding to toll revenues the revenues 
estimated to have been lost due to the 
telephone strike which occurred in 
1947, plus additional minor changes. 
The increase in operating expenses re- 
flects the high level of wages now be- 
ing paid and the increase in the number 
of employees at their present wage 
rates projected to a full year’s opera- 
tion, plus various other minor changes 
in operating cost which were taken 
into consideration. 

The exhibit also shows that in 1947 
the company accrued depreciation at 
the rate of 3.5 per cent of the monthly 
average balances in the depreciable 
property accounts and which amount- 
ed to $6,995. When this expense is 
deducted from the $1,918 available for 
depreciation, income taxes, and return 


on the pro forma basis, the company 
under present operations has an oper- 


ating deficit of $5,077. 


The exhibit includes a_ schedule 
showing the present rates being 
charged and the rates that the company 
requests authority to file. Based on 
the number of telephones in service at 
January 1, 1948, the proposed rates 
will increase gross revenues by $20,- 
996 annually. The witness attempted 
to justify this amount by a somewhat 
round-about process starting with 
what he considered a fair return and 
working back through the tax liability 
and depreciation expense to find the 
difference between this amount and the 
amount actually available on his pro 
forma computations. 

We see no reason for setting out in 
detail the various adjustments to oper- 
ating revenues and expenses made by 


the witness. The Commission’s staff 
has examined the exhibit and is in 
agreement as to the basis and the 
mathematical accuracy of all the ad- 
justments to the recorded operating 
revenues and expenses made by the 
witness to arrive at the pro forma 
amount available for depreciation, in- 
come taxes, and return of $1,918. The 
evidence shows that the increased per- 
sonnel and the wage adjustments in 
the pro forma income statements are 
in effect at this time, so we think the 
company is entirely justified in includ- 
ing these increased operating expenses 
in computing its proposed rates. The 
witness did admit on examination that 
he had failed to consider in his compu- 
tations dues and donations of $171 
which were included in operating ex- 
penses, which dues and donations are 
of the type the Commission has always 
excluded in rate proceedings. 

[4] From an examination of the 
evidence before us we have concluded 
that, on the basis of 1947 operations 
adjusted to reflect the increased costs 
to date, the company has a net deficit 
for return of $2,593. We also believe 
that substituting the revenues estimat- 
ed to be derived under proposed rate 
schedules, the net available for return 
would then be $14,874. The follow- 
ing table sets forth the basis of our 
computation : 

In preceding paragraphs of this re- 
port, we have stated that for purposes 
of this proceeding we shall use a rate 
base of $215,401 to measure the rea- 
sonableness of the rates the company 
requests authority to file. Using this 
rate base, the net available for return 
of $14,874 would produce a rate of 
return of 6.91 per cent, which we defi- 
nitely consider as excessive, indicating 
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Total Operating Revenues 


Operatin 
Taxes (Other than Income) 
Depreciation 

Income Taxes 


Total Operating Expenses 
Net Operating Revenues 


Add: Dues and Donations included in Operating Expenses 
3% of Balance in Depreciation Reserve of $77,095 (38-A) 


Total Additions 
Net Available for Return 


to us that the proposed rates are un- 
reasonable. 

[5] In examining the proposed 
rates, it is also noted that the company 
has changed the existing differentials 
between the three types of telephone 
instruments in service. At the present 
time there is a 25 cents per month ad- 
ditional charge for a desk set over the 
charge for a wall phone, and a 15 cents 
per month additional charge for a 
handset over the charge for a desk set, 
and a 40 cents per month additional 
charge for a handset over the charge 
for a wall phone. In the proposed 
rates, the differential between the wall 
and desk set has been eliminated, and 
a 25 cents per month differential sub- 
stituted for the handset over the desk 
set and the wall phone. 

The evidence shows that the com- 
pany is aware that both the wall and 
handset instruments are obsolete, and 
all new instruments now being pur- 
chased are of the latest handset type. 
The company is working toward the 
ultimate elimination of the wall 
phones, but present deliveries are very 
slow and the complete elimination of 
obsolete instruments will be sometime 
in the future. It is easily seen then, 
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Expenses (Before Depreciation and Taxes) 


Rate Increase 


$98,249 


$71,462 $71,462 
3,873 3,873 
6,995 6,995 
_ 3,529 
$82,330 $85,859 
$(5,077) $12,390 
$171 $171 
2,313 2,313 
$2,484 
$14,874 


Pro Forma 


$(2,593) 


under the proposed rates, the largest 
percentage of increase would go to the 
wall phone subscribers, the subscribers 
who are receiving the lowest class of 
service. The next largest increase 
would go to the desk set subscribers, 
with the handset subscribers receiving 
the most favorable consideration. In 
previous cases before us we have stated 
that it is our considered judgment in 
all rate adjustments, existing differen- 
tials between various types of instru- 
ments should be maintained, otherwise 
one of the greatest incentives for the 
company to continue improvement of 
its service is lost. 

After reviewing the evidence before 
us, we have determined and hereby 
find that the proposed rates filed with 
the application are inequitable and the 
company should not be allowed to 
place them in effect. Likewise, we be- 
lieve that the proposed rates will pro- 
duce an increase in gross revenues that 
would result in an excessive return to 
the owners of the property. We are 
aware that the original cost, or esti- 
mated original cost, of the property 
has not been previously determined 
and that therefore any measure of val- 
ue that we use now is subject to ad- 
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justment at some future date. New 
rate schedules that will produce an in- 
crease in gross revenues of $18,500 
annually over the rates presently in 
existence would, on the basis of our 
estimated rate base, produce a net 
available for return of approximately 
$13,000, which in our opinion is rea- 
sonable considering the many variables 
existing in regard to the value of the 
property and the possibility of some 
variation in actual operating costs 
from the amounts allowed in the pro 
forma statement. We shall, therefore, 
permit the company to file, subject to 
the approval of the Commission, in- 
creased rates for telephone service de- 
signed to increase gross revenues by 
$18,500 annually, based on the number 
of stations in service at January 1, 
1948, such rates to continue the exist- 
ing differentials in charges for the 
three types of telephone instruments 
now in use by the company. 

It is, therefore, 

Ordered: 1. That the rates for tel- 


ephone service as proposed herein be 
and are hereby denied, and The Inter- 
County Telephone Company be and is 
hereby authorized to file in lieu thereof 
a schedule of rates and charges for tele- 
phone service, to become effective No- 
vember 1, 1948, subject to the approv- 
al of the Commission, that will produce 
annually additional revenues in the 
sum of $18,500 when applied to the 
telephones in service at January 1, 
1948, and such revised rates shall con- 
tain the existing differentials charged 
for the three different types of tele- 
phone instruments now being charged 
by The Inter-County Telephone Com- 
pany. 

Ordered: 2. That this order shall 
take effect five days after the date 
hereof, and the secretary of the Com- 
mission shall forthwith serve on all 
interested parties a certified copy of 
this order. 

Wilson, Commissioner, concurs in 
result only. 
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Re East Side Telephone Company 


Docket No. 3647, Order No. 2027 
November 8, 1948 


NVESTIGATION of complaints against discontinuance of tele- 
I phone service; complaints dismissed. 


Telephones, § 5 — Public utility status — Commission regulation — Rates and 


service. 


1. A telephone service is a public utility, and the duty of fixing the rates and 
regulation of the service of such utilities is placed under the jurisdiction of 


the Commission, p. 91. 
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Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Sale of utilit 
properties. 

2. The Commission does not have authority over transfers and sales of 
utilities, and, therefore, has no authority over the terms of a contract between 
the purchaser and seller of the utility, p. 91. 

Service, § 215 — Abandonment — Necessity of Commission authorization. 
3. The fact that a person operating a telephone company under a contract 
for sale could not decrease the value of the property by petitioning for 
abandonment and the fact that the owner of the property could not petition 
for abandonment until it was released back to him do not excuse the proper 
parties for abandoning service without first obtaining proper authority from 
the Commission, p. 91. 


Return, § 16 — Right to earn. 
4. Utilities are entitled to rates which will pay operating costs and yield a 
fair return on the value of the property used and useful in the public 
service, p. 92. 


Expenses, § 97 — Salaries of utility owners. 
5. A utility owner devoting his time to performing services for the utility 
is entitled to receive the usual and reasonable wage for such services, and 
he is not required to donate his time to the patrons of the company, p. 92. 


Service, § 231 — Discontinuance of telephone service — Operation at a loss. 
6. A telephone company should be permitted to discontinue service where 
it cannot operate except at an increasing loss, where any rate that would 
be sufficient would be impractical, where the company does not have a 
franchise and the abandonment of service leaves the territory open to any- 
one wishing to undertake the venture, and where the company is not at- 
tempting to enjoy any benefit from its status as a utility, p. 92. 


Payment, § 6 — Jurisdiction of Commission — Enforcement of payment. 
7. The Commission is without authority to enforce an order to compel pay- 
ment of accounts owed public utility companies, p. 94. 
Reparation, § 11 — Jurisdiction of Commission. 
8. The Commission is without authority to enforce an order to compel pay- 
ment of refunds due the patrons of a public utility company, p. 94. 
* 


The above entitled matter came on OTHER APPEARANCES: Mrs. M. C. 


regularly to be heard at Kalispell, Mon- 
tana, in the court house of said city, at 
the hour of 10 o’clock A. M., on the 
13th day of October, 1948. 


APPEARANCES: Merritt Warden, 
of the firm of Walchlie, Korn and 
Warden, Attorneys at Law, Kalispell, 
appearing for Philip Buck; David R. 
Smith, of the firm of Paul W. Smith, 
David R. Smith, and J. Miller Smith, 
Attorneys at Law, Helena, appearing 
for George O’Connell. 
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Roberts, 4 mile from Creston Store, 
Creston; R. W. Carr, Creston; Gor- 
don Grier, Big Fork; H. A. Lozon, 
Creston; Mrs. H. H. Young, Creston; 
Mrs. Laura Plummer, Creston, and 
H. S. Parker, Big Fork. 

For the Board: Edwin S. Booth, 
Secretary-Counsel. 


By the Commission: The East 
Side Telephone Company, a public util- 
ity, has been engaged in furnishing 
telephone service in the vicinity of 
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Creston, Montana, for several years. 
On or about August 28, 1948, the com- 
pany abandoned service. Several com- 
plaints were made to the Commission 
by patrons of the utility. Investiga- 
tion by the Commission disclosed that 
there was question as to who was re- 
sponsible for the furnishing of service. 
The parties having interests in the 
company stated that they were unable 
to continue service. The Commission 
set a public hearing at Kalispell, Mon- 
tana, on October 13, 1948, to deter- 
mine ownership of the company and 
whether service should be ordered con- 
tinued. 

At the time of hearing evidence was 
offered as to the ownership of the com- 
pany and costs of operation and reve- 
nue of the company. Various patrons 
testified as to the need for continued 
service. The facts developed by the 
evidence and records of the Commis- 
sion are as follows. 

The East Side Telephone Company 
was originally constructed and operat- 
ed as a stock company. The company 
charges $2.50 per quarter for service, 
the customer being required to furnish 
the telephone instrument. This rate 
was in effect from September 1926, 
until May 1945, when the rate was 
increased to $1.50 per month payable 
quarterly in advance. The company, 
in order to render satisfactory service, 
found it necessary to change its system 
to a metallic circuit. As a result of its 
operations and construction the com- 
pany became indebted to Mr. and Mrs. 
Philip Buck. In October, 1946, Mr. 
and Mrs. Philip Buck acquired the 
company on execution sale for the sum 
of about $3,900, which represented 
money due them from the company. 


Mr. and Mrs. Buck operated the com- 
pany until January, 1948. 

On January 3, 1948, Mr. and Mrs. 
George W. O’Connell entered into a 
contract to purchase the company from 
Mr. and Mrs. Buck for the sum of 
$8,649.40; Mr. Buck stated that the 
purchase figure represented the amount 
due them plus the labor and material, 


"not counting his own services, put into 


repair and improvement of the system. 
A down payment of $3,500 was made 
and Mr. and Mrs. O’Connell assumed 
operation of the company. Under the 
contract, title was not to be transferred 
until full payment had been made. 
After taking over operation of the com- 
pany, the O’Connells found that the 
operation was not successful. Nego- 


tiation was entered into and the con- 
tract price was reduced by about $3,- 
600. This left the purchase price at 
about $5,000, which is the value of the 


property shown on the annual report 
filed by Philip Buck for the period end- 
ing December 31, 1947. The supple- 
mented contract continued until Au- 
gust, 1948. 
Mr. O’Connell testified that he sent 
a notice to the patrons to determine 
the feasibility of asking for increase in 
rates. The result of his survey was to 
determine that the maximum increase 
the patrons would pay would -be 50 
cents per month and that even with 
this increase some patrons would dis- 
continue the service. Because of this 
fact he did not make application for 
authority to increase rates. The in- 
come from the system was not suff- 
cient to permit continued operation. 
Mr. O’Connell attempted to sell the 
company, offering it for as little as 
$3,500, which would not have been 
enough to repay the amounts put in 
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the company by him. He was unable 
to sell the company. On August 28, 
1948, he turned the property back to 
Mr. and Mrs. Buck and relinquished 
all interest in the company. He has 
not operated the company since that 
time. He stated that he did not have 
funds, even in the event of an increase 
in rates, to continue operation of the 
company. 

Mr. Buck did not commence opera- 
tion of the company after the property 
was turned back to him. He states 
that he is unable to operate the com- 
pany due to finances and the physical 
condition of Mrs. Buck, who had op- 
erated the switchboard when they 
operated it before. 

There are no agreements existing 
between either Mr. and Mrs. George 
O’Connell or Mr. and Mrs. Philip 
Buck with any other company or per- 


son which would prevent service being 


furnished by others. There are no 
franchises which would prevent fur- 
nishing of service by others. 

The company has 150 patrons, The 
company owns about 75 miles of wire 
line and the maximum length of serv- 
ice is 18 miles. About 40 instruments 
and 20 conversion hand sets are owned 
by the company ; the balance of the in- 
struments are owned by the patrons. 
Some of the poles and wire leading in- 
to the patrons’ buildings are owned by 
the patrons. The company operates a 
switchboard and connects with the 
telephone system of Mountain States 
Power Company and thus offers na- 
tion-wide connections. The switch- 
board was operated from 6 A. M. to 9 
Pp. M. daily, with 24-hour emergency 
service. 

During the time Mr. and Mrs. Buck 
operated the company, Mr. Buck per- 
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formed much of the outside work and 
the switchboard was handled by Mrs, 
Buck and her daughter. The report 
filed with the Commission does not 
represent the payment of reasonable 
salary to any of them for their services. 
The company was operated as a family 
business and any money left after buy- 
ing supplies and paying wages to oth- 
ers, represented their return. Mr. 
Buck is engaged in farming and auc- 
tioneering. Mr. and Mrs. O’Connell 
had no other business. The O’Con- 
nells performed much of the service 
personally. They paid Mrs. Buck $400 
for operating the switchboard for three 
months. 

Monthly costs of operating the sys- 
tem testified to by Mr. O’Connell or 
Mr. Buck, and concurred in by the 
other, as being reasonable show the 
following minimum monthly charges. 
Labor on switchboard, $300; Labor 
on line and system, $300; rent, $25; 
heat, $10; service truck operation, 
$50; repairs, $25; bookkeeping, $40; 
office supplies, $8. This amounts to 
$758 per month or $9096 per year. 
Testimony shows that depreciation 
should be computed at 10 per cent and 
on a figure of $5000 valuation; this 
would amount to $500 annually. Mr. 
Buck testified that the company could 
be operated on around $8000 per year. 
Mr. O’Connell stated the company 
could probably be operated on a month- 
ly rate of $4 per month. Both Mr. 
O’Connell and Mr. Buck testified that 
the company could not be operated on 
the present revenue without sustaining 
a loss. 

The present income of the company 
is derived from local and toll calls. 
The toll calls yield an average of $55 
per month or $660 per year. Service 
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at the rate of $1.50 per phone from the 
150 phones amounts to $225 per 
month or $2700 per year. The total 
annual income is $3360. 

Several witnesses appeared on be- 
half of the patrons and testified to the 
need for telephone service. One wit- 
ness testified that he would be willing 
to pay $4 per month and another wit- 
ness testified that the cost of service 
was not as important as the fact that 
they needed the service. One witness 
stated that he believed the costs testi- 
fied to were too high as the owners 
would probably perform many of the 
services themselves. 

Several witnesses testified that they 
had paid their rental for the quarter 
ending September 30, 1948, and as a 
result of the termination of service they 
believed they had a refund coming 
from the time of discontinuance. The 
witnesses did not know whether they 
had any toll charges against them. 

[1] A telephone service is a public 
utility and the duty of fixing the rates 
and regulation of the service of such 
utilities is placed under the jurisdic- 
tion of the Public Service Commission. 
(Sections 3879 to 3913 Rev Code 
Mont 1935). Speaking of the author- 
ity of the Commission over abandon- 
ment, the Commission in Re Billings 
Gas Co. (1938) 26 PUR NS 328, 
331, 332, said: 

“While we do not in this state have 
a specific statute relating to abandon- 
ment, nevertheless, in our opinion the 
statute referred to necessarily assumes 
the existence and continued function of 
the subjects of regulation, namely, 
public utilities. To hold otherwise 
would nullify the legislative purpose in 
the passage of the Public Service Com- 
mission Law. In accordance with the 


foregoing construction of the statute 
our court has held that the obligation 
of a utility is a continuing one and that 
the state through the Public Service 
Commission may relieve the utility of 
even a contractual obligation between 
the city and the utility to operate. 
Helena v. Helena Light & R. Co. 63 
Mont 108, PUR1922E 588, 207 Pac 
337. This principle was also recog- 
nized by our court in the case of Baker 
v. Montana Petroleum Co. (1935) 99 
Mont 465, 44 P2d 735. 


“The devotion of property to public 
use carries with it the duty to serve the 
public and the utility has no right to 
discontinue or abandon its service 
without the consent of the state. We 


might further point out that the mere 
fact that a part of the enterprise or part 
of the particular service rendered by a 


utility is not profitable is not in itself 
sufficient justification for a nonper- 
formance of its duties since the public 
welfare must be considered. Re North- 
ern Pacific Transport Co. (1938) 
31 MUR —, 26 PUR NS 268, ante; 
Re Montana Western R. Co. (1938) 
31 MUR —, 26 PUR NS 325, ante; 
Re Chicago, M. St. P. & P. R. Co. 
(1938) 31 MUR —, 26 PUR NS 
390; Re Chicago, B. & Q. R. Co. 
(1938) 31 MUR —.” 

See also Helena v. Helena Light & 
R. Co. 63 Mont 108, PUR1922E 588, 
207 Pac 337. 

[2,3] This Commission does not 
have authority over transfers and sales 
of utilities. It therefore had no au- 
thority over the terms of the contract 
between the Bucks and the O’Connells. 
It is clear that the East Side Tele- 
phone Company should have applied 
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for authority to abandon service be- 
fore discontinuing telephone service. 
However the fact that O’Connell was 
operating the company but was not the 
owner would have precluded him from 
decreasing the value of the property by 
petitioning for abandonment. Buck, 
on the other hand, could not petition 
for abandonment until the property 
was released back to him. It would 
thus have been necessary for Buck to 
assume operation pending decision on 
an application for abandonment. These 
factors do not excuse the proper par- 
ties for abandoning service without 
first obtaining proper authority from 
this Commission. However, to order 
resumption of service, if the evidence 
indicates that a petition for abandon- 
ment would have been granted, would 
be an idle and useless act. We will, 
therefore, consider whether the evi- 


dence would justify an order author- 
izing abandonment of service. 

[4,5] Utilities are entitled to rates 
which will pay operating costs and re- 
turn a fair return on the value of the 
property used and useful in the public 


service. The itemized estimate of ex- 
penditures for the system amount to 
approximately $9096 per year. These 
estimates do not appear to be unrea- 
sonable. This does not include depre- 
ciation, estimated at 10 per cent, which 
would amount to $500 per year on 
$5000 (the value shown on the last 
annual report and the adjusted sale 
value of the property). The testimony 
of Mr. Buck shows that the company 
could probably be operated for $8000 
and Mr. O’Connell testified that it 
could be operated on a rate of $4 per 
month or about $7860 per year includ- 
ing toll revenue. None of these fig- 
ures include any return on the capital 
77 PUR NS 


invested which, at an arbitrary 5 pe 
cent, would amount to $250 per yea 
on a $5000 value. The present in 
come of the company is about $3360 
per year. There is, therefore, no ques- 
tion that the company is operating at 
a very substantial loss. This fact is 
further apparent when we remember 
that Mr. Buck acquired the company 
at sheriff’s sale because the company 
under prior management was unable 
to meet its obligations. 

The company has been operated in 
the past by the owners of the company 
or their relatives and no regular sal- 
ary has been paid for services per- 
formed. One witness stated that the 
estimated expenses were high because 
the owner would be doing some of the 
work himself. A utility is entitled to 
earn its operating expenses. These 
expenses include, among. other things, 
costs of materials and supplies, costs 
of labor, and reasonable depreciation. 
If the owner devotes his time to per- 
forming services for the utility he is 
entitled to receive the usual and rea- 
sonable wage for such services. He is 
not required to donate his time to the 
patrons of the company. 

[6] Mr. O’Connell testified that on 
a survey as to the possibility of in- 
creasing rates it appeared that 50 cents 
was the maximum monthly increase 
most patrons would consider fair and 
that some stated they would discontin- 
ue their phones if that increase were 
applied. He did not, therefore, apply 
for authority to increase rates. 

Speaking in Re Barnes-King De- 
velopment Co. PUR1925E 200, 202, 
this Commission said : 

“Ordinarily we require any utility 
contemplating abandonment or sus- 
pension of public service to use every 





RE EAST SIDE TELEPHONE CO. 


heans at its command, including ap- 
ications for rate increases to this 
ommission, to remain in function. 

In Re Butte Electric R. Co. 13 MUR 

88, PUR1920E 760; Public Service 
ommission v. Valley Mercantile Co. 
4 MUR 250, PUR1921D 803; Pub- 
c Service Commission v. Gordon, 16 
UR 253.) But it would be idle for 
e Barnes-King Development Com- 
any to petition this Commission for 
rate which would, on paper, defray 
s operating costs, depreciation taxes, 
nd a fair return on its investment. 
Such a rate is not within the zone of 
practical application and if it were, it 
ould be so high that decreased use 
bf energy would necessarily result and 
any possible benefit be thus wiped out.” 

See also Re Eastern Oregon Light 
& P. Co. (Or 1936) 13 PUR NS 4. 

The minimum necessary increase to 
permit operation of the company would 
require a rate of at least $4 per month 
or an increase of 166 per cent over 
present rates. In order to pay the es- 
timated operating costs, depreciation, 
and a reasonable return on the capital 
investment it would require a rate of 
at least $5 per month or 233 per cent 
over present rates. Any loss of pres- 
ent patrons would affect the revenue 
and require even higher rates. There 
is no evidence that any additional pa- 
trons may be anticipated. Under the 
circumstances any rate that would be 
sufficient would be impractical. 

The rule that a utility cannot be 
compelled to operate at a loss has been 
clearly stated by the United States cir- 
cuit court in Phillips v. Nelson (1939) 
34 PUR NS 378, 108 F2d 725, as 
follows : 

“A public utility cannot, in the ab- 
sence of contract, be compelled to con- 


tinue to operate its utility at a loss. 
Ft. Smith Light & Traction Co. v. 
Bourland, 267 US 330, 333, 69 L ed 
631, PUR1925C 604, 45 S Ct 249. 
The usual permissive charter of a pub- 
lic utility corporation does not give 
rise to any obligation on the part of 
the corporation to operate its utility at 
a loss. Nor can such an obligation be 
elicited from the acceptance of the 
charter or from putting the utility in- 
to operation. The corporation, al- 
though devoting its property to the 
use of the public, does not do so ir- 
revocably or absolutely, but on condi- 
tion that the public shall supply suffi- 
cient traffic on reasonable rate basis to 
yield a fair return, and if at any time 
it develops with reasonable certainty 
that future operations must be at a 
loss, the corporation may surrender its. 
franchise, discontinue operation, and 
dismantle and sell its physical proper- 
ties. To compel it to go on at a loss. 
or give up the salvage value of its 
physical properties would be to take 
its property without the just com- 
pensation guaranteed it by the due 
process clause of the Fourteenth 
Amendment, USCA Const. Railroad 
Commission v. Eastern Texas R. Co. 
264 US 79, 68 L ed 569, PUR1924C 
407, 44 S Ct 247 ; Brooks-Scanlon Co. 
v. Louisiana R. Commission, 251 US 
396, 399, 64 L ed 323, PUR1920C 
579, 40 S Ct 183; Bullock v. Florida 
ex rel. Railroad Commission, 254 US 
513, 520, 521, 65 L ed 380, PUR 
1921B 507, 41 S Ct 193.” 

See also Helena v. Helena Light & 
R. Co. supra; Re Billings Gas Co. su- 
pra; Re Barnes-King Development 
Co. supra. 

The company does not have any 
franchise. The abandonment of serv- 


77 PUR NS 





MONTANA BOARD OF RAILROAD COMMISSIONERS — 


ice leaves the territory open to any one 
wishing to undertake the venture. 
The company is not attempting to en- 
joy any benefit from its status of a 
utility. It has abandoned all rights 
because it cannot operate except at an 
increasing loss. Under such circum- 
stances it would be permitted to dis- 
continue service. 

See Re Barnes-King Development 
Co. supra; Washington v. Washing- 
ton & C. V. Teleph. Co. (NH 1940) 
36 PUR NS 190. 

There is no question but that tele- 
phone service in the community is de- 
sirable. For the reasons stated it is 
not proper to order either Mr. and 
Mrs. O’Connell or Mr. and Mrs. Buck 
to continue to render service at a loss. 
It may be that the community can in- 
terest others in rendering service on 
some satisfactory basis. 

[7,8] This hearing did not’ in- 
volve investigation into the accounts 
of the patrons. The Commission is 
without authority to enforce an order 
either to compel payment of accounts 
owed the utility or refunds due the 
patrons. Adjustments of these ac- 
counts will have to be settled between 
the parties in the ordinary course. 

From the evidence and for the rea- 
sons stated the Commission makes the 
following 


Findings of Fact 


1. That Mr. and Mrs. Georg 
O’Connell were operating the Ea: 
SideTelephone Co. under a contrag 
for sale from January 3, 1948, to A 
gust 28, 1948. That on August 28 
1948, the property was relinquished t 
Mr. and Mrs. Philip Buck, owners o 
such company, who have had full con 
trol since that date. 


2. That service was abandoned bays nic 


George O’Connell on August 28, 1948 
and has not been resumed since tha 
date. 


3. That the East Side Telephone 
Company has not received sufficien 
revenue to pay the operating expenses 
of the company and its operation 
resulted in loss to the operators. 

4. That the future operation of the 
East Side Telephone Co., by eithe 
Mr. and Mrs. Philip Buck or Mr. and 
Mrs. George O’Connell, would result 
in a continued loss from such opera- 
tion. 

The Board concludes as a matter of 
law that neither Mr. and Mrs. George 
O’Connell or Mr. and Mrs. Philip 
Buck as the East Side Telephone Co., 
should be required to resume the fur- 
nishing of service and the proceeding 
should be dismissed. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of Waukesha 


CA-2743 
January 15, 1949 


PPLICATION by municipal water utility for authority to con- 
A struct wells and main extensions ; limited approval granted. 


funicipal plants, § 21 — Authorization for construction — Future plans. 
1. The Commission will not authorize construction projects of a municipal 
plant which will not be started for a number of years, since economic condi- 
tions will not permit proper cost estimates to be made for long periods in 


advance, p. 95. 


unicipal plants, § 21 — Authorization for construction. 
2. The Commission will authorize the construction of wells and additions 
to mains by a municipal water plant where the construction appears to be 
necessary and will be commenced in the near future, p. 96. 


By the Commission: The city of 
water public utility, filed an applica- 
tion with the Commission on Novem- 
ber 23, 1948, for authority under 
§ 196.49, Statutes, and general order 
2-U-637 to construct numerous main 
extensions and two wells in accord- 
ance with a 15-year waterworks im- 
provement program. 

APPEARANCES: A. P. Kuranz, 
Manager, and P. A. Reynolds, Audi- 
tor and Rate Specialist, for the city of 
Waukesha Water Utility; W. A. 
Kuehlthau, engineering department, of 
the Commission staff. 

[1] The city of Waukesha engaged 
engineers to make a survey of its 
waterworks system and to suggest a 
long-term improvement program. The 
program is intended to provide a 
main and well system which will pro- 
vide adequate domestic and fire pro- 


tection service based on estimated re- 
quirements fifteen years in the future. 
The main improvement program con- 
templates the laying of 52,500 feet of 
6-inch, 8-inch, and 12-inch cast-iron 
water main at a cost of $373,000. 
These extensions essentially will com- 
plete a ring of large-size mains serving 
the city. 

Two new wells, each with a capacity 
of 1,000 g.p.m. are necessary to sup- 
plement the present four wells by the 
end of the program period. One is 
expected to be constructed by the end 
of 1950 and the other about 1958. 
The cost of the wells will be $100,000 
each and will include the well, pump 
equipment, surface reservoir, controls, 
building, and necessary associated 
equipment. 

It is not the Commission’s policy 
to authorize construction projects 
which will not be started for a number 
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of years. In a period of fifteen years 
changes may be desired or necessary, 
thus requiring that amending author- 
izations be granted. Economic condi- 
tions will not permit proper cost esti- 
mates to be made for long periods in 
advance. The delay incident to ob- 
taining authorization when the city 
desires to proceed with later parts of 
the program is not significant and 
authority will be granted readily if 
the necessity exists. 

[2] The city stated that it proposes 
to construct 5,000 feet of 12-inch 
main and 1,000 feet of 6-inch main 
during the next two years at an esti- 
mated cost of $60,000. One well also 
will be constructed in this period at an 
estimated cost of $100,000. This con- 
struction appears necessary and will 
be authorized. Application for other 
construction should be made when the 
city is ready to proceed. 

The Commission finds : 

1. That public convenience and 
necessity require the construction of 
5,000 feet of 12-inch main and 1,000 
feet of 6-inch main and a well and 
pumping station with capacity of 1,000 
g.p.m. 

2. That such proposed construction 
meets the requirements of § 196.49, 
Statutes. 

It is certified : 
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That the city of Waukesha, as a 
water public utility, be and hereby is 
authorized to construct 5,000 feet of 
12-inch main and 1,000 feet of 6-inch 
main and a well and pumping station 
with capacity of 1,000 g.p.m. at a total 
cost of $160,000 upon the following 
conditions : 

a. That this certificate be valid only 
if construction is actually started with- 
in one year from the date hereof. 


b. That approval of the state board 
of health be obtained for all plans and 
specifications. 

c. That the applicant notify and ob- 
tain approval from this Commission 
before proceeding with any major 
change in design, location, size, or cost 
of the proposed construction and in- 
stallation. 


ORDER 


It is ordered: 

1. That when contracts are let the 
applicant submit to the Commission 
a copy of the bids accepted. 

2. That upon completion of the 
project the applicant report to the 
Commission the actual cost of the in- 
stallation. 

3. That jurisdiction be retained to 
amend the certificate as above set 
forth. 
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aT} Industrial Progress 


A digest of information on new construction by pri- 


vately managed utilities; similar information —— 


jes 


Duquesne Light Co. Plans 


$28,000,000 Power Plant 
D= LicHt CoMPANY plans to con- 
struct a $28,000,000 power plant at EI- 
rama, Pennsylvania, on the Monongahela river. 
The plant will contain two 95,000-kilowatt 
steam turbine generators. The first unit is 
scheduled for completion in January, 1952, and 
the second in May, 1952. Installation of these 
generators will raise the system’s capacity to 
992,700 kilowatts. 
The new station will raise the total cost of 


the company’s postwar expansion program to 
approximately $112,000,000. 


Dry Type Distribution 
Transformers 


A™= type distribution transformer, type 
ACO, which has air as its only cooling 
medium is announced by Marcus Transformer 
Company, Hillside, New Jersey. No inflam- 
mable oil or toxic liquids are present. The en- 
tire transformer element is seal protected 
against oil, acids, moisture, etc., and is housed 
in a sturdy, scientifically ventilated, weather- 
proof case. According to the manufacturer, 
these features conform with all applicable EEI- 
NEMA construction standards. 

This extremely versatile transformer can be 
used outdoors, pole or platform mounted or 
indoors at the load center. It is currently avail- 
able in sizes to 100 KVA, voltages to 5000 V. 


Cochrane Acquires Liquid 
Conditioning Corporation 


OCHRANE CorporaTION, Philadelphia, manu- 
facturers of water conditioning equipment 
and steam specialties, announces the acquisition 
of substantially all of the capital stock of 
Liquid Conditioning Corporation, of Linden, 
New Jersey, which manufactures a complete 
line of equipment for the conditioning of water 
and other liquids, under the trade name, 
“Liquon.” Hereafter, Liquid Conditioning Cor- 
poration will operate as a wholly owned sub- 
sidiary of Cochrane Corporation, the products 
of the former continuing to be marketed under 
the trade name, “Liquon.” 

According to T: E. McBride, president of 
Cochrane, the engineering, sales, and technical 
staffs of the two corporations will augment 
each other. S. B. Applebaum, one of the or- 
ganizers and an officer of Liquid Conditioning 
Corporation, and nationally known as an au- 
thority in the field of water conditioning, will 
be in charge of the cold water. conditioning 
activities of both organizations, as well as the 


to government owned d utilities ; news concerning prod- 
ucts, supplies and services offered by manufacturers ; 


also notices of changes in personnel, 


conditioning of liquids other than water. 

“Liquon” district sales offices are combining 
operations with existing Cochrane sales offices, 
thus further strengthening the field organiza- 
tions of both corporations. 


Foster Wheeler Announces 
New Appointments 


Ve ApmiIrAL Earle W. Mills, USN (Ret.), 
has been elected executive vice president 
and a director of Foster Wheeler Corporation, 
and David McCulloch, formerly executive vice 
president, has been named vice chairman of the 
board, it was announced recently by Harry S. 
Brown, president and chairman. 


Pennsylvania Pwr. & Lt. Plans 
$30,500,000 Program for 1949 

HARLES E. OAKEs, president of the Penn- 

sylvania Power and Light Company, has 
announced a 500,000 construction budget 
for 1949. From 1945 through 1949, the com- 
pany will have spent about $100,000,000 i in ex- 
panding and reinforcing its facilities, accord- 
ing to Mr. Oakes. 





PERMANENT..VISIBLE.. ATTRACTIVE 


HAVE YOU A NUMBERING PROBLEM? 


CAMBRITE No. 33 tile numbers and letters 
offer a permanent answer for uniform number- 
ing systems. Ideal for numbering power lines, 
equipment, sheds, bins, and outlying stations. 
CAMBRITE numbers and letters are used today 
by many leading utility companies. 
Write for Complete Information 
THE (CAMBRIDGE TILE MFG. CO. 


Cambrite Division 
CINCINNATI 15, OHIO 





Mention the FortnicHtiy—It identifies your inquiry 
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What we really make is Time 





It is faster to 


Hane A WALL 


than to 


PILE IT UP 


Lit blocks, say 2°x4"x8',don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 





PINAL TT I] 
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Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


* 
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important feature of the new Exide- 
anchex Battery is the famous manchester 
of positive plate with its unique lead button 
ronstruction. The buttons, rolled strips of 
corrugated lead, are pressed into holes of 
he lead-antimony grid. Forming action 
he pxpands the buttons and locks them se- 
urely in place. Only a comparatively small 

portion of the total lead is formed initially 

nto active material...the remainder is 
available for gradual conversion in service. 





Negative plates, separators and other ele- 
ments are designed to match the long life and 
efficiency of the positive plates. All combine 
to provide a battery of exceptional power 








and long-lasting, trouble-free performance. 


Use Exide-Manchex Batteries for switch- 
gear and control bus operation, emergency 
light and power, and other storage battery 
services. It will provide up to 100% more 
capacity in the same given space. 


“Exide” Reg. Trade-mark U.S. Pat. Of. 


»D 





BATTERIES 


1888... DEPENDABLE BATTERIES FOR 61 YEARS...1949 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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a GING LL. 


GMCs are available in models and cies 
engines and wheelbases, chassis and . 
equipment options to provide exactly the 
right truck for every public utilities need. 
Because of the outstanding engineering, 
testing and manufacturing facilities of the 
za f 


world’s largest exclusive producer of com- 
mercial vehicles. 

Because of a nationwide network of spe- 
cially equipped and expertly manned fac- 
tory-operated branches and dealer service 
stations. 

Because of a new and extensive parts ware- 
housing program assuring fast, flexible distri- 
bution of GMC parts to every section of the 
country. 


Because of products that are truck-built 
. providing engines and chassis that are 
famous for long-life, low-cost operation. 


GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATI 
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where the profits begin... your best investment is 


MLEVELANDS DEPENDABILITY 


The trencher sets the pace for the whole job and determines to a 
. very great degree whether or not you make a profit. 


“ 


This means you must have machines on which you can rely to 
deliver fast performance with a minimum of “down times”— 
machines that have the stamina to stand up and carry through 
the roughest going. 


CLEVELANDS with their rugged, super-quality all-welded unit- 
type construction and wide range of transmission - controlled 
speed combinations meet ideally, practically and economically 
every requirement for—gas, water and sewer pipe line work 
* as well as for drainage, irrigation and building foundations. 


‘. You can depend on CLEVELANDS to enable you to meet and beat 
schedules and make a profit on your jobs. 
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PUBLIC UTILITIES: 


_ Lower Delivery Cost 
‘Mean Lower Overhe 


You'll agree that a good way 
to make money ... is to save 
money. 


One good place to watch costs 
is in your delivery operation. 
For the right truck can lower 
delivery costs plenty! Dodge 
‘‘Job-Rated”’ trucks are built to 
do just that. They’re built to 
fit your hauling needs. . . save 
you money .. . and to last 
longer. 


For example, every Dodge truck 
has one of seven “.Job-Rated” 
truck engines. It is a high- 


compression engine of advance 
design . . . which insures maxi- 
mum efficiency, with “top” 
economy. 


Each has exactly the right 
clutch, transmission, rear axle, 
and every other unit... ““Job- 
Rated’ for maximum depend- 
ability, and long life. 


Let your Dodge dealer tell you 
the whole “Job-Rated’” story. 
You'll quickly realize that his 
story makes sense! And re- 
member... only Dodge builds 
‘‘Job-Rated”’ trucks. 
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Here’s an 
appraisal 
service in one 


convenient 
g or reviewing your own study; 
package a pricing on original, historical ¢ = 
current cost basis; ing 


ex 
RERERREBRARARARRSRRAR ES 


ou can buy an appraisal 
ieee that’s designed 
to meet your individual needs. 
It covers both “rate-base”’ _ market values: irends in prices 
and “property” appraisals. It and economics. 
is available in one convenient, & Allocation of properties, oper 
economical package, either o ating costs and revenues _ r 
departmental and inter: 
coenRY PUTpCReS, 


complete or including only 
those phases that you 


require. 


"Was wane 


Appraisal . Budget . Business Studies - Consulting Engineering * Design & Construction . Financial . Industrial Relations . 
laspection & Expediting . insurance & Pensions . Purchasing . Rates & Pricing . Research » Sales & Marketing . Systems & Methods . Taxes . Traffic 


Clttin 
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RECORD OUTPU 
FOR GRAND COULEE USING 
NEWPORT NEWS TURBINES 


Y yenppee 1948 the nine generating units in the west power house at 
Grand Coulee in the state of Washington produced 8,415,000,000 
K.W.H. 
Each generator was driven by a 150,000 horsepower hydraulic turbine 
built by Newport News. 
Nine similar turbines, but of 165,000 horsepower capacity are now being 
built for the east power house. 


WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT” 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK C0. 


NEWPORT NEWS, VIRGINIA 
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Management- Stockholder Relations 


The setting up and prosecution of a proxy solicita- 
tion is a highly specialized segment in the field of man- 
agement-stockholder relations. 


We work exclusively in this field and employ a 
specially trained staff which covers virtually all of the 
United States and the important sections of Canada. 


Our organization has been thoroughly tested for 
competence, capacity and integrity by many leading cor- 
porations in assignments which include the largest ever 


undertaken in the field of professional proxy solicitation. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 


National or Sectional Coverage 








*. 4 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK &, NEW YORK 
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NOW AVAILABLE! 
umir Epiioy) 4©PROCEEDINGS 
| 1948 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Current Developments in Rate Regulation of Communications, Transportation and 
Electric and Gas Companies—Appraisal of Financial Needs of Electric Utilities— 
Natural Gas Production and Regulatory Problems—The Uniform Classification Problem 
—Conflicting State and Federal Accounting Regulation of Electric Utilities-—Telephone 
Studies (including Western Electric Costs}—Resolutions adopted by the Association 
Legislation—Depreciation—Accounts and Statistics—Engineering. 


These and other $8.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE ASSOCIATION 


Telephone Report (1948): 
Report of the Special Committee Cooperating with the Federal Communications Com- 
mission in Studies of Telephone Regulatory Problems. This report is principally concerned 
with the problem of Western Electric costs to the telephone industry. It is 78 pages 
in length and contains illustrations, tables and charts 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops 
a system of procedure providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board 
and station-to-station bases of rate making. (This manual is not included in the volume 
of Proceedings above referred to.) (Printed, 87 pages) see $2.00 


Depreciation: 
1948) Letter Symbols for Mathematics of Depreciation 
1948) Half Cycle Methods of Estimating Service Life 
1946) Methods of Pricing Retirements from Group Property Accounts 
Note: None of the above three Depreciation papers are included 
in any volume of Annual Proceedings. 


interpretations of Uniform System of Accounts for Electric Utilities 
interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniform System of Accounts for Water Utilities 


(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 
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he bills of these birds never change. 


he peculiar bird’s bill at the left is long and 
hin, The duck’s bill is always sort of flat. The 
lican’s bill always has a pouch attached. 


ach species retains the same distinctive bill 
year after year. 


t’s a far different story, however, with con- 
mer’s bills. As you so well know, some of 
hem change. Some customers’ bills may show 
marked increase ... or decrease... in kilo- 
att-hour usage over a short period of time. 


current analysis of your bills, therefore, 
hay disclose certain trends that will be of con- 
iderable ~alue to you in planning your rate 
ind promotional programs. 


fany such bill analyses are compiled for utili- 
es by the Recording and Statistical Corpora- 
on. The tabulations are made on specially 
esigned electro-mechanical equipment. As 
hany as 200,000 bills can be analyzed each day 
y trained personnel. 


FREE booklet for you 
e shall be glad to give you the facts about 


Some interesting 
facts about bills ! 


this accurate and economical method of com- 
piling customers’ usage data. 


Write today for “The One Step Method of Bill 
Analysis.” It may save you time and money 
in the months to come. 





RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » 


7 





Tae American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








£2 Ford, Bacon & Davis 


gD VALUATIONS En Pf CONSTRUCTION 
REPORTS Ginteers RATE CASES 
NEW YORK © PHILADELPHIA © CHICAGO e LOS ANGELES 








GILBERT ASSOCIATES, Ivc. 


ENGINEERS POWER ENGINEERING SINCE 1906 
Steam, Blectric, Gas 
Hydraulic, Sanitation Serving Utilities and Industrials Reports 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading @ New York © Heuston Original Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 




















Mention the Fortnicutty—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC BR. HARRIS FREDERICK H. DECHANT 
ENGINEERS 


Reports Designs Management 
NEW YORK 
Knoxville Philadelphia 














— HENKELS & McCOY —— 


} Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND CHEMICAL CONTROL 
CONSTRUCTION MAINTENANOB PHILADELPHIA TRE TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 
































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE . COLUMBUS, OHIO 











Fee Kuljian 


ENGINEERS : CONSTRUCTORS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 
REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. 





m Complete Services for GAS and ELECTRIC Utilities 
DESIGNING * ENGINEERING - ~agacagaptpe etre aeivel 


PIPING © EQUIPMENT « SURVEYS 
Complete Plants Additions or Installations ‘ p ngeapie : 
ry detoil geared to more profitable operation ENGINEERS «© CONSTRUCTORS * MANUFACTURERS 


e Sweets Files, Refiner y Cotoalog, etc for details 





ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 


Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 

Design—Construction—Reports—Appraisals 

Consulting Engineering 
digs ” NEW YORK 4, N. Y. 





80 BROAD STREET 








Mention the Fortnicut.ty—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
a Engineers 
Weter, Sownee Industrial Problems 
City ning, Ratan inelnrs Valuations, Laberatery 
1528 WALNUT STREET PHILADELPHIA 2 








JENSEN, BOWEN & FARRELL 
Engineers 
soe ms: or 


rat inguiie, deprevation, Axed capita 











BLACK & VEATCH 


CONSULTING ENGINEERS 


and = re- 
ef con- 


4706 BROADWAY 


KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauue St., Cricaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Pablic Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 
Contractors 


TRANSMISSION Lines—UNbpgrGROUND Drstri- 
BUTION — Powsr STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn Sr. Crncaco 








W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 
55 Liberty Street New York 5 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











Francis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 Sourn MicuicAN Avenue, CHicaco 








UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicage - Los Angeles - New York 
Philadelphia - Woonsocket 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








WESTCOTT & MAPES, inc 

ARCHITECTS & ENGINEERS 

INVESTIGATIONS © REPORTS 
DESIGN ¢ SUPERVISION 


New Haven, Connecticut 











Mention the FortnicHtty—It identifies your inquiry 











Public Utilities Fortnightly 


INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 





A 
E 
American Apprelsel Company, The 


Babcock & L 4 Company, The 
Barber Gas Burner Company, The . 
sBerber-Greene 


naa News Shipbuilding & Dry Dock Co. .... 
Norwalk Valve Company 


Penn-Union Electric Corporation 
Permane 


nte Metals 
Pioneer ae ‘ Engineering Co. 
Pritchord, J. F., & Company 


Recording & Statistical Corp. 


Roberton, H. H., Compe 

















*Fortnightly advertisers not in this issue. 





wit GRINNELL 
ENGINEERED SPRING 
HANGERS 


ting hangers for piping subject to ther- 
movement is completely simplified. 
nell Pre-Engineered Spring Hangers are 
lable in stock sizes for any load 
irement. 

ly compute the load and order the 
er size Grinnell Pre-Engineered Spring 
ger as indicated in the Capacity Table 


\ 


Flexible suspension of piping in one of world’s 
largest catalytic cracking plants 


appearing in descriptive catalog. 14 sizes 
with load range from 84 lbs. to 4,700 Ibs. 


LOOK AT THESE FEATURES... 


aximum variation in supporting force per 
f deflection is 1012% of rated capacity—in 
es. 

$s prevent contact of coils with casing wall or 
r rod and assure continuous alignment and 
ntric loading of spring. 

act—minimum headroom made possible by 
mpression*, 

mpression* assures operation of spring with- 
Proper working range where variation in 
orting force is at a minimum. 


GRINNELL COMPANY, INC. 


Providence 1, R. I. 
BRANCH WAREHOUSES IN PRINCIPAL CITIES 


All-Steel welded construction meets pressure pip- 
ing code. 14 sizes available from stock —load range 
from 84 Ibs. to 4700 Ibs. 

Easy selection of proper sizes from simple capacity 
table. Installation is simplified by integral load 
scale and travel indicators. 

Unique swivel coupling provides adjustment and 
eliminates turnbuckle. 

*Precompression is a patented feature. 

Write for descriptive folder on Pre-Engineered 
Spring Hangers Fig. 268, 





WHENEVERPIPING its invotveo gp 
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G-E Diesel-electric Locomotive Gives 29.6% Annual Return on Invest 


In March 1947, a G-E 25-ton diesel-electric locomo- 
tive replaced an old coal-burning steam locomotive 
at an eastern utility’s steam-generating plant. Since 
then the diesel-electric has been saving $4288 a year. 
Fuel and maintenance costs have been slashed by 
91 per cent. At this rate the cost-cutting diesel- 
electric will pay for itself in less than four years. 


Annual Fuel Cost $397 


The coal-burning steamer’s annual fuel cost of 
over $3650 has been reduced to $397.80. This cost 
reduction was made in spite of the fact that coal 
is relatively cheap and plentiful at the plant. 

In addition to reducing costs, the G-E locomotive 
is a real time-saver too. The power plant superin- 


Section AJ-4909 
General Electric Company 
Schenectady 5, N. Y. 


Without obligation send me your bulletin “Switch to 
Diesel-Electrics ond Save.” 


Name 
Company 
Address 


tendent* says: “We save a lot of time with the 
switcher. For one thing, we don’t have to 

put water in it, and then wait to get up steam 
sure. It’s available for work over 99 per cent dj 


time.” 


How Much Will You Save? 

Dozens of power stations have already cut ¢ 
handling costs with these money-saving swit 
How much will your own savings be? Have your 
representative make a survey and estimate { 
savings before you buy. See him today. Appa 
Department, General Electric Company, Schenecta 
New York. 


*Name furnished on request. 


DO YOU HAVE THESE FACTS ON LOW-COST SWITCHING 


Seis 
gh te Beret die irie, 


© Operating Results 
® Graphs 
® Tables 


as 


ge 





